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WEDNESDAY, MAY 1, 1957 


UnIrep STATES SENATE, SENATE PERMANENT 
SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to Senate Resolu- 
tion 37, agreed to January 30, 1957, in Room 357 of the Senate 
Office Building, Senator Henry M. Jackson, presiding. 

Present: Senator Henry M. Jackson, Democrat, Washington; Sen- 
ator Stuart Symington, Democrat, Missouri; Senator Chapman 
Revercomb, Re :public: an, West Virginia. 

Also present: Donald F. O° Donnell, chief counsel; James N. Juli- 
ana, chief counsel to the minority; LaVern Duffy, investigator; Mar- 
garet W. Duckett, acting chief clerk. 

Senator Jackson. The subcommittee will be in order. 

The Chair will now proceed with the next item on the agenda, 
namely the allegations involving leaks in the Civil Aeronautics Board 
decisions, including the Northeast Airlines stock. 

(Members of the subcommittee present at the convening of the 
hearing were Senators Jackson and Revercomb.) 

Senator Jackson. In August of 1956, Senator Williams made cer- 
tain inquiry concerning a purported leak from the Civil Aeronautics 
Board which resulted in abnormal stock activity in Northeast Air- 
lines on August 3, 1956. 

On August 2, 1956, members of the CAB met in the evening and 
voted to award the New York-Florida run to Northeast Airlines at 
approximately 9:00 p. m., by a 3 to 2 vote. This decision was a secret 
one. In addition to the 5 CAB members, there were 20 staff mem- 
bers present. 

On August 3, 1956, some 24,000 shares of Northeast Airlines stock 
were traded, whereas on the aver: ige day prior to August 3, approx- 
imately 500 to 700 shares per day were traded. 

Senator Williams referred this matter to Senator John L. Me- 
Clellan, chairman of this subcommittee, and he immediately initiated 
a peasninely inquiry to ascertain if there had been any leaks from 
within the Civil Aeronautics Board causing this undue stock activity. 

All 25 CAB employees who were present at the meeting of August 
2, 8 the decision was made were interviewed by this staff. “All 
employees who purchased stock were contacted by the staff. Other 
persons, including those affiliated with Northeast Airlines, were also 
contacted. 
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The subcommittee will show that there were leaks in connection 
with this award to Northeast Airlines, that CAB employees gave the 
information concerning the secret decision to certain outside indi- 
viduals, that this was in violation of the CAB regulations, and that 
as a result of the leak, there was much stock activity on August 3, 1956. 

All of the employees of CAB present at the meeting on August 2, 
held very responsible positions in the executive branch of the Govern- 
ment. it would appear that some members of the CAB staff lied. 
Inquiry revealed that this was not an unusual case as there had been 
many leaks from the CAB in the past. 

The subcommittee is very much concerned with these leaks, par- 
ticularly where some person acquired inside information and used it 
to make money. This matter will be pursued to ascertain if there is 
any need for legislation. Whether the existing procedures and regu- 
lations are sufficient to cope with the problem created by leaks is a 
question which is at the present time unanswered. 

We will call as the first witness, Mr. Robert Griffith. 

Raise your hand and be sworn, please. 

Do you solemnly swear that the testimony you are about to give 
shall be the truth and the whole truth, so help you God? 

Mr. Grirrirn. I do. 


TESTIMONY OF ROBERT L. GRIFFITH 


Senator Jackson. State your name and your place of residence and 
business, please. 

Mr. Grirritu. Robert L. Griffith, 1301 Grace Hill Terrace, Falls 
Church, Va. I am assistant to the president of Delta Airlines. 

Senator Jackson. You are assistant to the president of Delta 
Airlines ? 

Mr. Grirritu. That is correct. 

Senator Jackson. You have offices here in the city? 

Mr. Grirrirn. In Washington; yes, sir. 

Senator Jackson. What is that address, please ? 

Mr. GrirrirH. 1101 Connecticut Avenue. 

Senator Jackson. You understand the nature of the inquiry this 
morning ? 

Mr. Grirriru. I think I do, generally. 

Senator Jackson. You have been previously interviewed by the 
staff ? 

Mr. Grirriru. That is correct. 

Senator Jackson. You are aware of your right to counsel if you 
so desire ? 

Mr. Grirritru. I am. 

Senator Jackson. Do you desire to have counsel ? 

Mr. Grirriru. No, thank you. 

Senator Jackson. Are you ready to proceed without counsel? 

Mr. Grirritu. I am. 

Mr. O’Donnett. Mr. Griffith, how long have you been assistant 
to the president of Delta Airlines? 

Mr. Grirriru. This time from November 21, 1955, to the present, 
and I had the same title albeit a different capacity for 2 years in 
the late 1940’s. 
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Mr. O’Donnetu. Were you ever an employee of the Civil Aero- 
nautics Board ? 

Mr. GrirrirH. I was. 

Mr. O’Donne tt. In what capacity ? 

Mr. Gruirritu. Chief of the Office of Compliance. 

Mr. O’Donnetu. Will you tell me the dates you were so employed ? 

Mr. Grirritu. I believe it was the early part of June 1953 until 
November 1955. 

Mr. O’Donnetu. At which time you went with Delta? 

Mr. Grirriru. That is correct. 

Mr. O’Donnetu. How long were you previously with Delta? 

Mr. GrirrirH. Two years. 

Mr. O’Donnewt. And the exact dates? 

Mr. Grirritu. I am sorry, I can’t give you the exact dates, but it 
would be the spring of 1948 until, I believe it was, August of 1950. 
Mr. O’Donnetu. On August 2, 1956, were you in Atlanta, Ga? 

Mr. GrirrirH. I was. 

Mr. O’Donnetu. Were you down there on official business? 

Mr. Grirrira. Company business. 

Mr. O’Donnett. Did you see Robert Snodgrass in Atlanta while 
you were there on that date? 

Mr. Grirriru. I did. 

Mr. O’Donnetu. For how long were you with Mr. Snodgrass? 

Mr. Grirrira. Something over 30 minutes, and I would | say not 
exceeding an hour. 

Mr. O’Donnetu. Why did you call on Mr. Snodgrass ? 

Mr. Grirrira. Mr. Snodgrass is the Republican committeeman for 
Georgia and I am a Republican, and there are not too many Re- 
publicans in Atlanta, and I make it a point to call on him or call 
him on the telephone and pay my respects to him when I am in 
Atlanta. 

Mr. O’Donnetu. During this conversation of August 2 with Mr. 
Snodgrass, did you discuss the New York-Florida route cases? 

Mr. Grirrira. I did. 

Mr. O’Donnetu. Could you tell us briefly what the discussion was? 

Mr. Grirritu. As I recall it, Mr. Snodgrass asked me how the case 
was coming along and how it looked for Delta and I told him that 
the picture to me appeared to be very bright, that the conversation 
in the industry in Washington, and so on, made it appear most opti- 
mistie and that I thought that Delta would be certificated by the 
Board between New York and Miami, and may I say gratuitously 
now, I think it should have been. 

Mr. O’Donnett. That particular conversation, was Mr. Snodgrass 
as optimistic as you were that Delta would receive the award ? 

Mr. Grrirriru. I think he was basing—or let me say this: I think 
he was simply seeking information. I believe, and I do not know, 
that Mr. Snodgrass is a stockholder in Delta, and I do know that for 
a number of years he has had an interest in the welfare and the 
growth of Atlanta. 

Delta is headquartered in Atlanta, and it was no secret that he hoped 
that Delta would receive this new route which would mean an ex- 
pansion. 

Mr. O’Donnett. The question was, was he as optimistic as you 
were about Delta receiving the award ? 
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Mr, Grirrrru. I don’t know what his feelings were. He was asking 
questions, and I was giving him my optimism. 

Mr. O’Donnewu. Did he, during this conversation, ask you to keep 
him advised if you heard any thing. concerning the award / 

Mr. Grivriri. May I fill in just a little ¢ 

Mr. O’DonneE LL. Surely, go ahead. 

Mr. Grirriru. We discussed the chances or prospects of the various 
applicants in the case, including Pan American and Capital and 
Northeast, who eenine along with Delta were applicants for the 
route. 

I believe that I told him that afternoon that I didn’t think that 
Pan American or Capital would get the route, that I thought it had 
narrowed down to a choice between Delta and Northeast and we 
talked about it a little bit, and I can’t remember the conversation 
except that at the conclusion of it he said, “Well, if you hear any- 
thing more, will you let me know ?” 

I said, “Yes, I will. In fact the decision is expected almost any 
time.” Then he gave me his home telephone number, which I wrote 
down on a piece of paper and I told him I would let him know if I 
heard anything further on it. 

Mr. O’DonneEti. You mentioned the decision. You mean the ini- 
tial decision by the Board ? 

Mr. Grirriru. The initial decision is the examiner’s recommenda- 
tion, and that had been out for several months, and I meant the 
actual decision of the Board. 

Mr. O’Donneti. How did you know that this was expected mo- 
mentarily / 

Mr. Grirriru. I think that was common knowledge among the in- 
dustry in Washington, sir. 

Mr. O’Donnett. Well, now, talking about the decision of August 2, 
which is the secret decision, and which was the pattern of the Board ¢ 

Mr. Grirrirn. I think we are talking about the same thing gen- 
erally, but different in detail. The decision did not come on August 
2, it came some time after that, and that is what I am referring to as 
the decision. That is the official written decision. 

Mr. O’Donnett. The official written decision was made public on 
August 10? 

Mr. Grirrirn. If that is the date, yes, sir. 

Mr. O’Donnett. But the decision had been actually made in secret 
on August 2 by the Board ? 

Mr. Grirriru. I have since learned that and I did not know it at 
that. time. 

Mr. O’Donnetu. Well, now, when you were talking to Snodgrass, 
and he asked you to let him know if you received any information 
did you take that to mean any information or information after the 
award had been published ? 

Mr. Grirriru. I took it to mean any information bearing upon 
that case. 

Mr. O’Donnett. Well, now, on August 2, you came back to Wash- 
ington, D. C., is that correct ? 

Mr. Grirrirn. That’s correct. 

Mr. O’Donneti. And you arrived at the airport at approximately 
11 o'clock at night ? 

Mr. Grirviri. That’s correct. 
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Mr. O’Donneti. Did you get home some time between 11:30 and 
11:45¢ 

Mr. Grirriru. That’s correct. 

Mr. O’Donne tt. In that interim period, did you receive any tele- 
phone calls at all? 

Mr. Grirriru. Before I reached my home, you mean ? 

Mr. O’Donneti. From the time you arrived at the airport until 
you arrived at home. 

Mr. Grirrirn. No. 

Mr. O’Donnett. Did you make any telephone calls? 

Mr. Grirriru. No. 

Mr. O’Donnewi. After you arrived at home, did you receive any 
telephone calls from any individual concerning the CAB decision 
that was made on August 2? 

Mr. GrirrirH. I have been trying to think, Mr. O’Donnell, this 
morning, whether I made the call or received that call and to the best 
of my recollection, I received the call. It was from Robert Oliver, 
who is a partner in the law firm which was our, and by “our” I mean 
Delta’s counsel in that case. 

Mr. O’Donnewi. Do you recall the time that you received this tele- 
phone call from Mr. Oliver? 

Mr. Grirrirn. Not exactly, and I would think it would be some- 
where around 11:40. 

Mr. O’Donnett. What did Mr. Oliver tell you on the telephone 
call? 

Mr. Grirririu. He said in substance that “it looks terrible, and it 
looks very bad indeed, and I think Northeast has the route.” 

Mr. O'Donnewn. Was there anything over and above that that was 
said ¢ 

Mr. Grirriru. I think we have repeated it and used some blas- 
phemous words, but it was such a shock that the telephone call was 
very brief. 

Mr. O'Donnewi. Did he tell you the source of his information at 
the time he called you ¢ 

Mr. Grirriru. He did not. 

Mr. O’Donneti. Did you ask him what this source was ? 

Mr. Grirrirn. No. 

Mr. O’Donneti. After the receipt of this telephone call, did you 
in turn call anyone else that night ? 

Mr. Grirriru. Yes. 

Mr. O’Donnett. Whom did you call? 

Mr. Grirriri. I immediately called Mr. Woolman, C. E. Woolman, 
who is the president of Delta Airlines, in Atlanta, and he was at 
his home. 

Mr. O’Donneti. What did you tell Mr. Woolman ? 

Mr. Grirriru. I told him that I had received—bearing on this 
subject we discussed some other things and I told him that I had 
received a telephone call from Bob Oliver that the picture looked 
very black indeed, and that he thought that Northeast and not Delta 
had received the route. 

Mr. O’Donneti. When Mr. Oliver first called you, did he tell you 
that he thought Northeast had received the route or was he more 
definite and said Northeast had received the award ? 
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Mr. Grirriru. I think that he said he “thought.” I wouldn’t be 
sure as to the exact words, and he said it “looks like” or “I think” 
or something of that nature. 

Mr. O’Donne tt. Did you call anybody else that night ? 

Mr. Grirriru. Did I? 

Mr. O’Donne tv. Yes. 

Mr. Grirriru. Well, I sat down and my wife and I figuratively 
cried in our beer for about 40 minutes and I called Mr. Woolman 
again and I had a fairly lengthy conversation with him and then, Mr. 
0 Donnell, we came to a point t ‘that I want to be quite for thright on. 

Mr. Duffy, one of your investigators, has the telephone tickets from 
my residence and the toll tickets indicate that I called Mr. Pogue 
out in Grant, Iowa. I have no recollection of making that call. Mr. 
Pogue has subsequently told me that he was not in the town where 
the toll ticket indicates the call was made at that time. 

But I do know that I called Mr. Pogue either that night or the 
following night and so I think that I must simply accept the tele- 
phone company’s record that the call was made. But I have no 
recollection of it. 

I should perhaps say that I had talked with Mr. Pogue in Iowa 6 
or 7 times in the prec eding few days. 

Mr. O’Donneu. Did you make any other phone calls that night ? 

Mr. Grirritu. No, I didn’t. 

Mr. O’Donnett. Well, now, on the morning of August 3, did you 
= any telephone calls? 

RIFFITH. Yes, I did. 

Mr O’DonnELL. Whom did you call? 

Mr. Grirriru. I called Mr. Snodgrass, first at about 8:30 a. m., on 
August 3, at the number which he had given me, the preceding day 
and I told him very briefly that I had received some information that 
the picture looked very black, that I didn’t think Delta had the route. 

As I recall it, he then said, “Well, who does have it?” and I said, 
“T think it is Northeast,” and it would probably be Northeast. He 
said—I am trying to reconstruct something that was his language—but 
he said, “Well, do you know this to be a fact or something?” and I 
said, “No, this is just infor mation we have received and I told you 
T would call you and I am doing so. 

He thanked me and after a ioe pleasantries as to the weather in 
Atlanta and so on, we hung up. 

Mr. O’Donneti. Was the impression you gave as a result of that 
telephone call, that Northeast had received the award ? 

Mr. Grirrirn. Well, different people would interpret things dif- 
ferently. I certainly thought Northeast had received it and un- 
doubtedly gave him that impression. 

Senator Jackson. You consider the information that you had re- 
ceived from Mr. Oliver, the counsel of your company, reliable ? 

Mr. Grirriru. Yes, I didn’t think that Mr. Oliver would be calling 
me at 11:40 p. m. to just pass on to me idle gossip. I mean one’s coun- 
sel doesn’t do that. 

Senator Revercoms. I think this is a very important point as to 
whether Mr. Oliver advised you to call Atlanta at 11:40 that the 
award had been made. 

Now, from your recollection, did he say that the award had been 
made ? 
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Mr. Grirriru. I don’t think he did. 

Senator Revercoms. What did he say? You say he did not say 
that the award had been made. What nature of information was it, 
that it might be made, or would be made, or that he had learned it 
was being made? 

Mr. Grirriru. Senator, I think that you have to consider the con- 
versation in the light of the fact that Mr. Oliver knew that I knew 
the procedures of the Board, as I in turn knew that he knew them. 

Therefore, it was unnecessary for him to explain to me what he 
meant. I assumed from what he said that the Board had voted that 
evening, and it had been Northeast. 

Senator Revercoms. Then, Mr. Oliver gave you information which 
you, from experience, knew or deducted that the award had been 
made ? 

Mr. Grirriru. I assumed that; yes, sir. 

Senator Revercoms. And from your knowledge of the procedure, 
it permitted you in your mind to assume that ? 

Mr. Grirriru. Yes, and I might say, Senator, that there again that 
is only secondhand information and that is not quite the word I mean. 
It is not conclusive or final, because the Board the next morning could 
have reversed itself. 

Up until the time that what we in the industry call “the piece of 
paper comes out” no one knows what the decision is going to be. 

Rancter Revercoms. That is so, but a decision had been made under 
the impression that you had with yourself from the conversation 
with Mr. Oliver that night? 

Mr. Grirriru. I assumed that, sir. 

Senator Revercoms. And you assumed it upon your knowledge of 
procedures and Mr. Oliver’s knowledge of procedures in CAB? 

Mr. Grirriru. That’s correct. 

Senator Jackson. Mr. Griffith, had you anticipated getting this 
information about the decision as soon as it was made, and not the 
formal decision, but as soon as the Board voted on it? 

Mr. Grirrirn. I don’t want to sound facetious, sir, and I mean this 
quite sincerely: I anticipated that I would know fairly quickly how 
the thing went and that anticipation had been hese upon a pre- 
vious experience of some 15 years in which it was not unusual to learn 
those things. 

Senator Jackson. You are frankly telling the committee that you 
anticipated that there would be a reliable leak from the Board which 
would reveal the actual vote prior to the reporting out of the formal 
decision in writing. 

Mr. Grirrirn. [ will adopt your statement if you will take the 
word “reliable” out of it. 

Senator Jackson. Did you not think this one was reliable? This 
leak ? 

Mr. Grirrirn. Well, it did not come to me, sir. I assumed that 
Mr. Oliver, as I said, would not be passing on idle gossip to me. 

Senator Jackson. In your judgment, you gave credence to the in- 
formation passed on to you from Mr. Oliver, which had to be a leak 
because there was not an official announcement. It was a leak from 
someone, was it not? 

Mr. Grirritu. I think that is correct. 
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Mr. O’DonnewL. Just going back for a moment, at the time Mr. 
Oliver called you, is it your recollection that he said he believed that 
Northeast had the aw: ard, is that correct ? 

Mr. Grirriru. My memory is not too clear, but I think that is sub- 
stantially correct. 

Mr. O’Donne tt. In other words, he mentioned Northeast some- 
where along the line? 

Mr. Grirriru. Yes. 

Mr. O’DonneEti. Now, getting back to the telephone call that you 
made to Snodgrass again, where did you make it from ? 

Mr. Grirrirn. My home. 

Mr. O’Donneti. Was there any more to be added other than what 
you have told us about that telephone call to Snodgrass ? 

Mr. Grivriru. I don’t think so. 

Mr. O’Donnett. Did you make any other telephone calls on the 
morning of the 3d? 

Mr. Grirrira. I did. 

Mr. O’Donneti. To whom did you make those telephone calls? 

Mr. Grirrirn. After I finished talking with Mr. Snodgrass, I 
telephoned Tod Cole, who is Delta’s vice president of finance and 
had substantially the same conversation with Mr. Cole as I had 
had with Mr. Snodgrass. 

Mr. O’Donnett. Did you tell Mr. Cole that Northeast had 
ceived the award ? 

Mr. Grirrirn. I told him that it looked like Northeast had re- 
ceived it. 

Mr. O’Donnewi. Did you make any other telephone calls ? 

Mr. Grirrirn. From my home before going to the office, no sir. 

Mr. O’Donnewt. Where did you go from your house? 

Mr. Grirrrri. As I reeall, to the office of Pogue & Neil. 

Mr. O’Donnett. Did you have any previous arr angement with 
them ae you would go to Pogue & Neil’s offices? 

Mr. Grirritu. I think that in the telephone conversation of the 
previous night, with Mr. Oliver, we had closed on the note that I 
would drop by his office on my way to my office in the morning. 

Mr. O’Donnett. What was the purpose of your visit to Mr. Oliver 
in the early morning of August 3? 

Mr. Grirriri. It had no specific purpose. I think it could be 
summed up by saying misery loves company. 

Mr. O’Donneci.. What time did you arrive at his office? 

Mr. Grierirn. I think it was around 9:15. 

Mr. O’Donneti. Was he there? 

Mr. Grirrirn. No. 

Mr. O’Donnett.. How long did you wait for him? 

Mr. Grirrrru. I don’t remember exactly, but sufficiently beyond 
the time that I expected him that I was a little annoyed. Probably, 
let me say, I waited for him maybe perhaps 30 minutes. 

Mr. O’Donnetx. After he arrived, how long did you visit with 
him ? 

Mr. Grirrirn. Ten or fifteen minutes. 

Mr. O’Donneti. What was the nature of your business? 

Mr. Grirrira. Mutual expressions of incredulity and where do we 
go from here. 
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Mr. O’Donnett. You cried in each other’s beers, in other words? 

Mr. Grirritu. That’s right. 

Mr. O’Donnett. Did you, during that conversation with him on 
the morning of the 3d, ask him what his source of information was ? 

Mr. Grirrirn. No. 

Mr. O'Donneti. Why didn’t you ¢ 

Mr. Grirriru. Mr. O'Donnell, 1 pass on to our counsel many items 
of information and they don’t ask me my source of information. IL 
in turn don’t ask them. I think that is a good way to get along in 
Washington. You start asking questions and you have people clam 
upon you. Just keep listening rand you learn more. 

Mr. O'DonneLt. You assumed that he received it from a source, 
from a reliable person in CAB, and you did not want to embarrass 
anybody by asking any questions. 

Mr. Grirriri. I did not assume all of those details. 

Mr. O’Donneti. What did you assume / 

Mr. Grirriru. I assumed he had received some information that 
he placed credence in. 

Mr. O°Donnevt. After your visit with Mr. Snodgrass, did you 
make any other telephone calls with regard to this award on the 3d? 

Mr. GrirrirH. Other than Mr. Cole, you mean / 

Mr. O’DonneELu. Yes. 

Mr. Grirriru. I cannot answer that. I do not think that I did of 
any importance that would be of interest to this committee. 

Mr. O’Donne ti. Did you receive a telephone call from Mr. Wool- 
man that day 4 

Mr. Grivrirn. I did. 

Mr. O’DonneLi. What was the essence of that telephone call / 

Mr. Grirritin. Mr. Woolman called me from his office to my office, 
to the best of my recollection, at about 11:30 in the morning and he 
said, “Bob, Leigh”—and he was referring to Mr. Leigh C. Parker, 
our vice president of sales—“has just come into my office and told me 
that his broker tells him that there is unusual activity in Northeast 
stock this morning. What is going on and do you know anything 
about it 7” 

I said, as I recall it, “Other than the pessimistic information of last 
night, no,” and he said, “Well, I didn’t know but what perhaps the 
Board should know that there is all of this purchasing of Northeast 
stock going on. 

I can’t repeat whether I brought it up, or he did, but between us 
we discussed the possibility that a group of nonscheduled airlines 
were buying into Northeast. He felt that if that were true, that the 
Board should be advised of it. 

I said that I would advise someone down there. I think that was 
the extent of our conversation. 

Mr. O°Donneti. Did you advise someone down there / 

Mr. Grirriru. Yes; I called Colonel Denny’s administrative assist- 
ant, Mike Bagan, and Mr. Duffy asked me why I called Mike Bagan 
and I will explain it to you. 

Mike Bagan, before he was Colonel Denny's administrative assist- 
ant, was what they call a burrough counsel and had been the attorney 
for the Board in docket 5132 which was a very extensive investiga- 
tion of the nonscheduled airlines. 
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You will recall that I in turn had been Chief of the Office of 
Compliance and had instituted an enforcement action against the 
North American Airlines Co. Mr. Bagan and I had a professional 
interest in common because of these parallel cases, while we had both 
been at the Board, in North American, and I thought he would be 
most interested in this information if it were true. 

Mr. O’Donnetu. Did you call Mr. Durfee, the Chairman of the 
Board ? 

Mr. Gruirrira. No. 

Mr. O’Donnett. Why did you not? 

Mr. Grirrirn. I can’t answer why I didn’t. You could ask me, 
sir, why I didn’t call any one of several hundred other people at 
the Board. 

Senator Jackson. Would Mr. Durfee not be the proper person to 
channel this information to? 

Mr. Grirriru. I don’t think so at that time and he was a very busy 
man, and he was taking on a tremendously difficult and complex job 
and they were right in the middle of making, as I thought, a decision 
in the New York-Florida case, and I was studiously avoiding for ap- 
pearance’ sake, contact with any members of the Board at that time. 

Mr. O’Donne tt. Just to touch on this briefly, Mr. Durfee had an 
assistant the same as Mr. Denny, and couldn’t you have related the 
call to his assistant ? 

Mr. Grirriru. I could have. 

Mr. O’Donneti. But you didn’t. 

Mr. Grirriru. I didn’t. 

Mr. O’Donnett. Did you have any conversations thereafter with 
Mr. Oliver, on the telephone or in person ? 

Mr. Grirriru. That day, you mean? 

Mr. O’Donnett. That day; yes. 

Mr. Grirrira. On August 3, I think that we had 1 or possibly 2 
telephone conversations. To the best of my recollection, they were 
inconsequential except to the extent that I think in one of them Mr. 
Oliver told me that he had been to some kind of an industry meet- 
ing at the ATA, that is the Air Transport Association, and that 
several lawyers present at that meeting had seemed to know of this 
tentative vote on the Board and their conversation tended to con- 
firm what he had told me. 

Mr. O’Donnetut. Did you remember the time of this telephone call ? 

Mr. Grirriru. No, I do not; I am sorry. 

Mr. O’Donne tt. Do you have any recollection whether it would 
be in the early afternoon or late afternoon ? 

Mr. Grirriru. No. I do think it was in the afternoon, but I 
wouldn’t want to hazard a guess. 

Mr. O’Donnett. You indicated you might have made a second 
telephone call to Mr. Oliver. When was that? 

Mr. Grirriru. I said that we had one and possibly two telephone 
calls. 

Mr. O’Donnetu. Do you have any recollection of a possible second 
telephone call ? 

Mr. Grirriru. No, it had no particular importance. Let me ex- 
plain this to you, sir: Mr. Pogue was in Iowa and Mr. Oliver was, 
as I recall, the senior lawyer in the law firm present in Washington 
at that time, and let us say before Mr. Oliver would call Mr. Pogue 
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he would give me a ring and say, “Do you have anything to tell 
Welch?” or r something like that. 

Senator Jackson. What was the reason for your calling Mr. Snod- 
grass on the morning of August 3? 

Mr. Grirriti. Because I had told him in the afternoon of August 
2 that I would let him know if I heard anything more. 

Senator Jackson. Was he an official of the company ? 

Mr. Grirriru. He was not. 

Senator Jackson. You knew that when you called him, and when 
you gave him the information with reference to what you thought to 
be reliable word regarding the decision of the CAB on the “night 
previous, he was going to use that information to buy stock, did you 
not ¢ 

Mr. GrirrirH. I had no such thought and I will state to you 
categorically that had I known he was going to do that, I never 
would have called him. 

Senator Jackson. What use did you think he was going to make 
of that information ? 

Mr. GrirritH. I assumed that he had a genuine interest in the wel- 
fare of the city of Atlanta, and in Delta getting that route and that 
he simply ws anted to be kept advised. 

Senator Jackson. What was his interest in the city of Atlanta? 

Mr. Grirriru. He had some capacity over the years with the cham- 
ber of commerce, and the development of the industries of the city. 

Senator Jackson. Did he indicate to you on the day previous, on 
August 2, when you talked to him and on previous times, if you did, 
that his interest solely was of a nature relating to his civic interest in 
promoting better airline service for Atlanta ? 

Mr. Grirriru. I think that he had indicated, and I won’t say that 
he had indicated that that was his sole interest. 

Senator Jackson. As a matter of fact, the decision did not relate 
to Atlanta at all, did it? It was a question of whether Delta or 
Northeast was going to operate from New York to Florida. 

Mr. Grirriru. I have explained, sir, that Atlanta is the headquar- 
ters of Delta. 

Senator Jackson. I understand that, but how would this decision 
help Atlanta ? 

Mr. Grirriru. It would mean a very profitable operation for Delta 
Air Lines, which in turn, would have meant more profits for Delta 
and more payroll in Atlanta, and a larger and better industry in 
Atlanta. 

Senator Jackson. If it went to Delta ? 

Mr. Grirriru. If it went to Delta, yes. 

Senator Jackson. When it did not go to Delta, what would be the 
interest as far as he was concerned ? 

Mr. GrirrirH. [ have no idea what his interest would be. 

Senator Jackson. He had no official connection with either Delta 
or Northeast, did he? 

Mr. Grirriru. He has no official connection with Delta and to the 
best of my knowledge, none with Northeast. 

Senator Jackson. Do you think it was improper for Mr. Snod- 
grass to buy the stock under these circumstances ? 

Mr. Grirrirn. No, I thought it was unwise and poor judgment, but 

I don’t think it was improper. 
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Senator Jackson. You do not think it was improper ? 

Mr. Grirriru. No. 

Senator Jackson. If he made a nice little profit on it ? 

Mr. GrirrirH. Was that a question ? 

Senator Jackson. If he made a profit out of it. 

Mr. Grirrirn. Little or large, I don’t think it was improper. I 
would not have done so, had I been in his shoes, but I am not Mr. 
Snodgrass. 

Senator Jackson. You did not know that he was going to buy 
stock with this information ? 

Mr. Grirriru. I did not. 

Senator Jackson. When were you first employed with the CAB? 

Mr. Grirriru. It was in the month of June 1953, and I think it 
was June 11. 

Senator Jackson. That was your first employment ? 

Mr. GrirritH. That’s correct. 

Senator Jackson. When were you first employed by Delta? 

Mr. Grirriru. In the spring of 1948. 

Senator Jackson. Until 1950? 

Mr. Grirrirn. That’s right. 

Senator Jackson. Then, what did you do from 1950 until you went 
with CAB? 

Mr. Grirritu. My father, and I might mention that I am an only 
child, had had a coronary, and he and my mother were well along 
in years and I went up to Rochester, New York, where they lived 
and I helped my mother take care of my father until he died. 

I then came to Washington and worked for the Office of Price 
Stabilization. 

Senator Jackson. And then in 1953, you went to work for CAB? 

Mr. Grirritrn. That’s correct. 

Senator Jackson. Where you remained until 1955 ? 

Mr. Grirrirxn. That is correct. 

Senator Jackson. Then, you went back to Delta Air Lines and 
you have been with them ever since. 

Mr. Grirrirn. That’s correct. 

Senator Jackson. Now, while you were at the CAB, did you know 
of any leaks in violation of CAB regulations? 

Mr. Grirriru. While I was at CAB? 

Senator Jackson. Yes. 

Mr. Grreriru. No. 

Senator Jackson. You did not know of any ? 

Mr. Grirriru. Excuse me. There was a case called the Denver 
case involving routes between Chicago and Denver and San Fran- 
cisco, and I believe I had knowledge that that decision was printed 
in a San Francisco newspaper some few weeks before it was re- 
leased by the Board. 

Senator Jackson. You would assume from that that there was a 
violation of the CAB regulations. 

Mr. Grirrirn. Well, the newspaper had to learn it somewhere. 

Senator Jackson. It was reasonable to assume that there must 
have been a violation by some one of the CAB regulations. 

Mr. Grirriru. Yes. 
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Senator Jackson. Now, during the time that you were at CAB, did 
you ever give out any information to any airlines, or to anyone in 
violation of the 2 regulations ? 

Mr. Grirriru. I don’t think that I did. I tried very scrupulously 
not to do so. 

Senator Jackson. Did you give any information to Delta Air 
Lines, your previous employer, in violation of CAB regulations? I 
am not asking that you be called upon to state every conversation 
that you had w vith somebody in the airlines. 

I realize that you have properly talked to people who call you up. 
I am only directing my question now to whether you violated any of 
the CAB regulations in talking with anyone. 

Mr. Grirrirn. Not knowingly so, and certainly not intentionally 
so. 

Senator Jackson. And did you give any information in violation 
of regulations in talking with any one in Delta Air Lines, your pre- 
vious employer ¢ 

Mr. GrirrirH. The same answer. 

Mr. O’Donnett. Mr. Griffith, at the time that you were first con- 
tacted by the staff, you refused to tell the source of the telephone call 
which was made to you on the 2d. You refused to identify the caller. 
Will you tell us why ? 

Mr. Grirriru. I had been told by our counsel, Pogue and Neil, that 
there was a confidential lawyer-client relat ionship involved and that 
it would be the better 43 of wisdom to not diseuss the matter, but 
to make it clear, which I did to your staff, that at any time under 
oath before a properly constituted tribunal, I would state the facts. 

Having given my word to Mr. Oliver that I would not divulge the 
source of my information, I hope respectfully, I refused to tell Mr. 
Duffy when he first inquired of me. 

Mr. O’Donnexu. As I understand it, on the first contact that you 
had with Mr. Duffy, of the staff, you refused to name the source of 
your information even though you had not talked to your source of 
information. 

Mr. Grirriru. Oh, no, I had talked with him. 

Mr. O’Donnetx. You had talked with him? 

Mr. Grirritru. Yes, Mr. Duffy I don’t think contacted me for sev- 
‘al weeks. 

Mr. O’Donnett. Did you then go back to Mr. Oliver and ask him 
if you could release this name to our staff / 

Mr. Grirrrra. At Mr. Duffy’s request, yes, sir. 

Mr. O’Donneti. And the answer was what ? 

Mr. Grirriru. No. 

Mr. O’DonNEL . Why did he say “No”? 

Mr. Grirriru. I don’t know that I asked him why he said “No.” I 
told him Mr. Duffy wanted the information and that I had been re- 
quested to go back and contact my source of information, which I 
was then doing and try to be released from this promise and I was 
not so released. 

Mr. O’Donnett. Wasn't this somewhat of a surprise to you that 
Oliver would not let you use his name ? 


e 


—_ 
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Mr. Grirritu. No, because by then Mr. Pogue had returned, and 
his professional advice to my knowledge, because it was in my pres- 
ence, to Mr. Woolman was not to discuss the case in any detail. 

Mr. O’Donnexi. Actually, you did not give the name of Oliver to 
the staff until after Oliver had appeared before the grand jury, is 
that correct ? 

Mr. Grirritu. Well, let us change it a little. I gave the name to 
your staff immediately after I had appeared before the grand jury 
and testified to it. 

Mr. O’Donnetit. That took a period of some weeks before we 
received that information. 

Mr. Grirriru. That’s correct. 

Mr. O’Donnetu. Now, Mr. Griffith, on the Northeast-Southeast 
area case, which was decided by the CAB Board 
Mr. Grirriru. Northeast-Southwest, it is. 

Mr. O’Donne tt. I am sorry—which was decided by the Board No- 
vember 22, 1955, which was the decision by the Board in favor of 
Delta Airlines in certain respects—were you interested in that de- 
cision ? 

Mr. Grirriru. Well, you w = recall that I said I went on Delta’s 
payroll on November 21, 1955. I had been reemployed by Delta 
approximately 3 to 4 weeks elas to that because I had received 
another very attractive offer from still a third source and Mr. Wool- 
man had heard of that other offer and he told me, “You are not 
going with them. You are coming back with us.” 

We arranged for my reemployment and I immediately went to the 
then Chairman, Ross Rizley, and told him of my conversations with 
Mr. Woolman, and that I would be leaving the Board and I went to the 
other members of the Board and told them. 

It was arranged that I would leave at Chairman Rizley’ $ conven- 
ience and I stayed on until the date which Chairman Rizley fixed, 
which happened to be November 19. 

Now, to answer your question, I had no particular interest in 
the Northeast-Southwest case until I knew that I was going back 
with Delta, and then I had a tremendous interest in it, yes. 

Mr. O’Donnett. Pogue & Neal represented Delta Airlines in that 
particular case? 

Mr. Grirriru. I believe they did. 

Mr. O’Donnetu. Well, now, when the decision was announced, on 
November 22, were you informed by anyone at CAB? 

Mr. Grirriru. Properly or improperly ? 

Mr. O’Donnett. Properly. 

Mr. Grirriru. Yes. As I recall it, the press section or the docket 
section, I don’t know which, telephoned Pogue & Neal as counsel 
and said that the decision was out and Pogue and Neil informed me 
that the decision was out and once again the industry all knew that 
a decision was imminent and I went down to the CAB in the after- 
noon of November 22, if that was the date, and picked up 8 or 10 
copies of the decision and I went immediately out to the airport and 
mailed them to people in Atlanta. 

Mr. O’Donnetu. At the time you went over to pick up the de- 
cisions, were you informed by Pogue & Neal what the decision was? 

Mr. Grirriru. No, sir. 











LEAKS OF CAB DECISION OF AUGUST 2, 1956 15 


Mr. O’Donnett. Then, you did not go over and pick up the de- 
cisions for Pogue & Neal ? 

Mr. Grier. Beg pardon ? 

Mr. O’Donnett. You did not go over to pick up the decisions for 
Pogue & Neal. 

Mr. Grirritu. For Pogue & Neal, no. 

Mr. O’Donnett. This was a call made to you as assistant to the 
vice president ? 

Mr. Grirrirn. Assistant to the president. 

Mr. O’Donnetu. The president, I mean. I have no further 
question. 

Senator Jackson. Mr. Griffith, in the light of the information that 
you have with reference to this matter, and your experience with the 
CAB, and with the airlines, do you feel that the leakage of this in- 
formation with reference to the Board’s decision in this case on 
August 2 was a proper thing? 

Mr. Grirrira. No. 

Senator Jackson. The committee, of course, wants to know 

Mr. GrirrirH. It was not an unusual thing, but I think I would 
have to agree with you that I don’t regard it as proper. 

Senator Jackson. It w as not proper; the fact that it was going on 
maybe in other cases, too, in the past does not make it proper. 

Mr. Grirritu. It has been going on, sir, to my knowledge, since 
1943 when I first became interested in the industry. 

Senator Jackson. Were you connected with the airlines from 1943 
on ¢ 

Mr. Grirriru. Yes, I was assistant general counsel of American 
Airlines for several years. 

Senator Jackson. In 1943, from then on? 

Mr. Grirrirn. Yes. 

Senator Jackson. The Chair understands you have been quite co- 
operative with the staff, and I think that vou have been quite forth- 

right asa witness. We appreciate that kind of cooperation. 

Our desire here is not to cause any trouble for anyone, and we are 
just trying to prevent a repetition of this kind of a situation, and de- 
sign legisla ation if necessary, to cure it. Do you have any suggestions ¢ 

Mr. Grirriru. I think and shall I use the word “interest” and ac- 
tivities of this committee and others has probably had a very salu- 
tary effect in curing it in the future. 

I would like to take this opportunity to say that I regard it as most 
unfortunate that for reasons completely unbeknown to me, Colonel 
Denny’s name—and I regard the colonel as a man of very high char- 
acter and integrity—and my name were linked in a newspaper 
column which, to say the least, was very embarrassing to me. 

I would like to state categorically under oath, sir, that contrary to 
any implication in that column, I received no information whatsoever 
from Colonel Denny or anyone in his office. 

Senator Jackson. Or anyone in the CAB? 

Mr. Grirritn. That is correct. 

Senator Jackson. Do you have anything further that you would 
like to say, and the C hair wishes to be very fair with you and give 
you an opportunity now in this public session to make any further 
statement you may desire to make in connection with this matter, 
and the publicity that followed. 
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Mr. Grirriri. I appreciate the courtesy, but I don’t think that I 
have. 

Senator Jackson. Do you have any suggestions as to legislation / 

Mr. Grirriru. None. 

Senator Jackson. Do you not think that there should be a penalty 
where an employee of the CAB knowingly gives information in vio- 
lation of CAB regulations, and knowing, as a responsbile man, that 
the result of such information would be to make it possible for 
someone to profit saucepeass 

Mr. Grirriru. Well, I am, sir, not an expert in that field, and I 
have not given it any particular thought. Ido not have any thought 
on whether there should or should not be. 

I would say this: It would be most unfortunate if any legislation 
were devised that could harm some innocent person who inadvert- 
antly in his day-to-day contacts with the industry, and all of them 
have to deal with the industry every day, made some slip. 

Senator Jackson. Well, let me ask you this: Do you think that 
in that area of judicial activity called quasi-judicial by the Board, 
do you think these people who are in that area should have contacts 
with the industry ? 

Mr. Grirrirn. They have to have contacts with the industry. 

Senator Jackson. Well, can those contacts not be formal and 
public or in a formal samesaninin ‘ather than over the telephone? 
I am talking now in the judicial aspects of the activities of the 
Board. 

Mr. Grirriru. Well, let me answer you this way: I think those 
contacts can be conducted on a scrupulously ethical basis. When I 
was with the Board, and I am not just blowing my own horn, I tried 
to. 

Senator Jackson. How can they be if this informal procedure 
continues ? 

Mr. GrirritH. Because one separates in his mind, the judicial from 
the administrative and quasi-legislative functions or regulatory func- 
tions of the Board. 

Senator Jackson. Do you think that is humanly possible? 

Mr. Grirriru. I think it is; yes. 

Senator JAckson. How do you account for all of these leaks that 
come out of the Board of a judicial nature ? 

Mr. Grirriry. I do not account for them. 

Senator Jackson. Do you not think something should be done 
about them ? 

Mr. Grirriru. As I told you a few minutes ago, I think that every- 
thing that has transpired in this case has had a very valuable effect. 

Senator Jackson. I should like to observe, Mr. Griffith, that this 
committee cannot meet continuously to watch agencies downtown. 
We come in after the horse has been stolen. 

We are here today to try to prevent more horses from being stolen 
so to speak. We want to know how we can prevent this thing in 
the future. Now, maybe this investigation will have a salutary effect 
for a few months, but I wonder whether it will continue on in- 
definitely. 

Do you think it would be proper for a clerk over in the Supreme 
Court, who is working with the Justices on an opinion, to leak out 
information ? 
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Mr. GrirrirH. No, sir. 

Senator Jackson. Well, as far as the judicial aspects of a decision 
by the Board, do you not think that it ought to be cloaked with the 
same kind of confidential relationship ? 

Mr. Grirriru. I do. 

Senator Jackson. Well, I hope you will give some further thought 
to it so that we can make it just as airtight as a court. I know the 
court has had a wonderful record in that regard. 

We are interested in preventing people from profiting by these leaks. 

Senator Revercoms. Mr. Griffith, in view of the statement by the 
Chairman, as I understand it since this apparent leak on August 2, 
1956, there is a new regulation in CAB since Chairman Durfee has 
assumed the chairmanship of the board. 

That is that as soon as a vote is taken, there is no delay, but the press 
is called in and the announcement is made. That is correct, is it not, 
atthe present time’ That isthe present practice / 

Mr. Grirriru. I believe it is, sir. 

Senator Rrevercoms. In other words, following the apparent leak 
on the decision of August 2, 1956, there is no delay between the time 
of the vote being taken by members of the Board on subject of this 
nature and the announcement to the public, within which space of time 
that existed before, there was a delayed announcement of a vote on a 
decision made and there could be leaks. 

Mr. Grirriru. I think that is the purpose of the accelerated press 
release: yes. 

Senator Revercoms. And under the chairmanship and membership 
of the Board today, its regulations there, a step has been taken to 
ee this danger of leaks on decisions; is that correct ¢ 

Mr. Grirrirn. If that is the purpose, I suppose it removes some of 
the incentive of prolonged curiosity, in that there is an immediate 
announcement to the public. 

Senator Rrevercomn. If that is the practice, as it is today and since 
August 2, 1956, dangers of leaks have been removed. 

Mr. Grirrirn. Minimized. 

Senator Revercoms. Well, dangers of leaks on decisions reached on 
a vote have been removed if the press is called in promptly when the 
decision is made and the decision publicly released. 

There cannot be a leak on the decision made if the press announce- 
ment is promptly made to the press. 

Mr. Grirritit. | would think that would be the result; yes. 

Senator Revercoms. So there has been that——— 

Mr. Grirriru. | am not trying to be technical, but we do not know, 
speaking for myself, I do not know when a vote is taken so I do not 
know how soon this press release follows a vote. 

But assuming that it follows it almost at once, then I would say that 
what you have said is substantially correct. 

Senator Revercoms. The procedure followed, as I am advised i 
being followed today, of immediate announcement to the press ofa a 
vote just as soon as it is taken, does remove leaks. 

Mr. Grirriru. Yes. 

Senator Jackson. Mr. Griffith, would it remove a leak where staff 
members to a member of the Board—and this is a hypothetical ques- 
tion and I am not inferring anything necessarily happened, but 
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what about a situation where a staff member might indicate how 
his boss is going to vote and enough of them leaked it so that they 
could get an advance idea as to how the decision was going to go. 

Mr. Grirriru. I think the very way you put it, of course, a press 
release no matter how quickly it follows a vote, cannot possibly pre- 
vent a leak which anticipates how the boss is going to vote. 

Senator Revercoms. Let me say, Mr. Chairman, that I did not 
mean to indicate at all that every step should not be taken to prevent 
leaks prior to the decisions, but in a case similar to this which was 
a leak upon the decision itself, which was the time of some 8 days be- 
tween the time of making of the decision and their official release 
of it, has been removed under the procedures of today. 

Senator Jackson. The Chair would agree with the Senator. I 
think this new policy at least deals w ith this immediate kind of 
situation we are now considering. 

Senator Revercoms. Quite so, but I do not mean to indicate at all 
that every measure should not be taken that would prevent leaks 
prior to action by the Board itself. 

Senator Jackson. The Chair understands that, and the Chair was 
only asking this question because on a realistic basis, the staff as- 
sistants to a Board member play a very important part in connection 
with all of these cases, do they not ? 

Mr. Grirriru. I think that they do; yes, sir. 

Senator Jackson. And they have an intimate relationship with 
the members of the Board regarding the preparation of the case and 
all of the details. They must necessarily confer with the Board mem- 
ber to indicate his line of thinking in a given situation, is that not 
correct ? 

Mr. Grirriru. I would assume that to be true, with a degree of in- 
timacy depending upon the particular individual involved. 

Senator Jackson. Well, as the practice is, and from your expe- 
rience, having been employed by the Board, a majority at least of 
the Board members do have to rely to a considerable extent for their 
staff work on these people. They cannot possibly do all of their work 
themselves, can they ? 

Mr. GrirrirH. No. Anyone with knowledge of the many complex 
functions of the Board—you wonder how five men can do it anyway— 
they have to rely on their assistants. 

Senator Jackson. It is necessary that there be a close working con- 
fidential relationship between the Board member and his staff as- 
sistant or assistants as the case may be. 

Mr. GrirFitu. I would think so. 

Senator Jackson. Otherwise he could not do his job. 

Mr. GrirritH. That’s correct. 

Senator Jackson. Thank you very much. We appreciate having 
your forthright testimony on ‘this, Mr. Griffith. 

Mr. Grirriru. I appreciate your courtesy, Mr. Chairman. May I 
remain in the room ? 

Senator Jackson. You certainly may. 

The Chair will call Robert Snodgrass, 

Please stand and be sworn and raise your right hand. 

Do you solemnly swear that the testimony you are about to give 
shall be the truth, the whole truth and nothing but the truth, so help 
you God ? 
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Mr. Snoperass. I do. 


TESTIMONY OF ROBERT SNODGRASS 


Senator Jackson. You may be seated. State your name and your 

esidence and business, please. 

Mr. Snoperass. My name is Robert Snodgrass, and I live in Atlanta, 
Ga., and I am president of the Atlas Finance Co. 

Senator Jackson. You are president of the Atlas Finance Co.? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. Mr. Snodgrass, you are aware in a general way. 
of the nature of the proc eedings ? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. You are also aware of your right to have counsel 
present with you this morning ? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. Do you desire to have counsel ? 

Mr. Snoperass. No, sir. 

Senator Jackson. Are you ready to proceed without counsel ? 

Mr. Snoperass. Yes. 

Mr. O’Donnetu. Mr. Snodgrass, you are also president of Atlas 
Auto Finance Co. ? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donnett. Are you affiliated in any official capacity with any 
other business enterprises ? 

Mr. Snoperass. I serve on the board of several other companies. 

Mr. O’Donnett. That is all? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donnetxt. On August 2 

Mr. Snoperass. I am chairman of the board and treasurer of the 
Marcey Mining & Exploration Co. 

Mr. O’DonNewt.. On August 2, 1956, you were in Atlanta, Ga., and 
were you visited by Robert Griffith, who is assistant to the president 
of Delta Airlines? 

Mr. Snoperass. On August 2, yes, sir. 

Mr. O’DonneELi. How long was he with you? 

Mr. Snoperass. He came into my office the afternoon and I don’t 

recall how long, a half hour or 45 minutes. 

Mr. O’Donnett. How well did you know Mr. Griffith? 

Mr. Snoperass. I have known him for quite some time. 

Mr. O’DonneEti. Do you consider him a business acquaintance, as a 
friend or what? 

Mr. Snoperass. A business acquaintance, and my relationship has 
been very pleasant with him. 

Mr. O’DonneE tv. Did you at this time own any stock in Delta Air- 
lines? 

Mr. Snoperass. No, sir. 

Mr. O’DonneEtxt. Were you in any way officially connected with 
Delta Airlines ? 

Mr. Snoperass. No, sir. 

Mr. O’DonneELt. What was the tenor of your discussion with Mr. 
Griffith on this afternoon, on the second ? 

Mr. Snoperass. It pertained to the application of Delta Airlines re- 
questing the CAB Board for the Miami-New York route. 
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Mr. O’Donnetit. What was Mr. Griffith’s feeling in the matter of 
the award? 

Mr. Snoperass. May I add to that statement, Mr. O’ Donnell, that 
I have served as an officer of the Atlanta Chamber of Commerce and 
I think without interruption for a period longer than 10 years. 

In 1953 I was president of the Atlanta Chamber of Commerce and 
during the period of time that I was president and since that time, 
the chamber of commerce and also in my capacity as director and 
officer and president of the association, I had taken a very active part 
in endeavoring to promote the competitive air service in the Southeast 
and particularly between Atlanta and Washington and New York. 

I appeared as a witness on several occasions for the city and for 
Delta Air Lines. At the time of the New York-Miami case, there was 
considerable discussion on the part of the directors and officers of the 
Atlanta Chamber of Commerce that it would be desirous and bene- 
ficial to the business interests of our community if Delta should obtain 
that route. 

We were very much interested in doing what could be done to bring 
that about. 

Mr. O'DonNeELL. Does this account for your interest in this possible 
award that might be made / 

Mr. Snoperass. Yes, sir. And we were very disappointed when 
Delta did not get it. 

Mr. O’Donnewt. On the second, what was Mr. Griffith’s opinion 
to you as to the award ¢ 

Mr. Snoperass. The Examiner had found for Delta and he was very 
optimistic that the Board would render a decision in favor of Delta. 
During the period of that conversation, we discussed the position of 
the other interested airlines and it was his opinion and he was very 
optimistic that Delta would obtain the decision or the decision would 
be rendered in their favor. 

Mr. O'Donnett. What was your feeling in the matter ? 

Mr. Snoperass. I did not have quite the same degree of optimism 
that he expressed. It was my understanding that it had been a public 
policy of the Board, the CAB Board, that they would endeavor to 
increase route-miles for any airline that was still under subsidy. 

Northeast Airlines was the only major airline that was still under 
subsidy. There was quite a discussion about Pan American and 
Capital Airlines. 

Mr. O’Donneti. How long did this visit of his last / 

Mr. Snoperass. I don’t recall, Mr. O'Donnell. It was 30 minutes 
yw 45 minutes and possibly as long as an hour, and I don’t recall. 

Mr. O’Donnett. During this visit of Mr. Griffith, did you ask him 
to let you know if he heard anything concerning the New York 
Florida route / 

Mr. Snoperass. Yes, sir, I did. 

Mr. O’Donneti. Why did you ask that question / 

Mr. Snoparass. My interest. 

Mr. O’Donnett. Didn't you know that the CAB Board generally 
did not make an award for several days after a decision was made ? 

Mr. Snopgrass. I was not completely familiar with that, no, sir. 

Mr. O’Donnetx. You were not familiar about that regulation ? 

Mr. Snoperass. No. 
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Mr. O’DonNELL. Well, the next morning when you received the tele- 
phone call from Mr. Griffith, what did he say to you? 

Mr. Swnopverass. As I recall, he said, “My optimism of yesterday 
apparently was not justified because it now appears that Delta will 
not receive the decision or the decision will not be rendered in. favor 
of Delta.” 

Mr. O’Donnewt. Did he tell you that Northeast received the award 
in that telephone call ? 

Mr. Snoperass. No, sir. 

Mr. O’Donneti. Was there any conversation between you and Mr. 
Griffith relative to Northeast ? 

Mr. Snoperass. I could not be definite about this, but I very prob- 
ably said to him in the event Delta does not get it, maybe my reason- 
ing of yesterday would be sound, and that it ‘would be Northeast. 

Mr. O’Donnext. What did he say to that / 

Mr. Snoperass. Nocomment. He said it could be, or some comment 
like that. 

Mr. O’Donneti. Didn’t he leave the impression with you that 
Northeast would prone the award / 

Mr. Snoperass. 1 don’t think so. Other than the fact that maybe 
ny reasoning of yesterday was the correct one. But he did not tell 
me that Northeast Airlines was to receive the route. 

Mr. O’Donnett. Now, this call made to you was roughly around 
5:30 in the morning of the third; is that correct ? 

Mr. Snoperass. As I recall, I was still in my apartment. 

Mr. O’Donnett. This would be before office hours of the stock 
market; is that correct / 

Mr. Snoperass. I don’t recall; probably it was. 

Mr. O’Donnett. It was before any activity would appear on the 
ticker tape; isn’t that correct ¢ 

Mr. Snoperass. There is an hour differential between Atlanta’s time 
and New York’s time. We are on eastern standard time and Wash- 
ington was on eastern daylight saving time. By the time I get to my 
office, the market has opened. : 

Mr. O'Donnett. What time do you arrive in your office? 

Mr. Snoperass. Nine o'clock eastern standard time. 

Mr. O’Donneti. And the market is already opened at that time? 

Mr. Snoperass. Yes, sir; I think it opened at 10 o’clock which would 
be 9 o'clock. 

Mr. O’Donnett. It had just opened at that particular time. Did 
you call your broker, Clement Evans and Co., and make any pur- 
chase of Northeast stock ? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donnetyt. What time did you call them ? 

Mr. Snoperass. [ would say it was sometime after 9 o'clock, eastern 
standard time. 

Mr. O°Donneti. How close to 9 o’clock would that be ? 

Mr. Snoperass. I couldn’t answer that, sir, and I don’t recall. 

Mr. O’Donnett. Would it be in the area of 9:30, quarter of 10, or 
what / 

Mr. Snoperass. I would say probably around 9:30, but I don’t re- 
call, Mr. O° Donnell, the exact time I made the call. 

Mr. O’Donnett. Whom did you talk to over at Evans’ Co. 

Mr. Snoperass. Clement Evans. 
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Mr. O’DonneELu. Did he normally handle your transactions ? 

Mr. Snoperass. Yes, sir. 

Mr. O’DonneEtt. What did you say to Mr. Evans at this time? 

Mr. Snoperass. In our discussion yesterday you asked me that ques- 
tion and I have endeavored to go back and refresh my memory to be 
able to make an accurate statement. I cannot make an accurate state- 
ment. I don’t recall. I am sure that I didn’t say “Buy me 1,000 
shares at the market.” Iam sure that I first requested, “What is the 
price?” 

Mr. O’Donnetx. Did you ask him about any activity in Northeast 
stock ? 

Mr. Snoperass. Yes. 

Mr. O’Donnett. On that day ? 

Mr. Snoperass. Yes. 

Mr. O’Donnext. Are you sure that you asked this at the time? 

Mr. Snoperass. I am sure that I looked to see what Northeast Air- 
lines had closed at the day before, and I was told that I could buy at 
10. To go, this is as I recall, 914 to 10 meant that there was activity 
and I asked, and I am sure that would have been a normal thing. 

For me to say that I did ask that question, Mr. O’Donnell, I couldn’t 
so testify. I don’t recall. 

Mr. O’DonneEtu. But you did order 1,000 shares of Northeast stock ? 

Mr. Snoperass. And the order was filled at 10. 

Mr. O’DonnetL. You ordered 1,000 shares of Northeast Airlines 
stock ? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donnetx. You ordered it at the market price? 

Mr. Snoperass. I don’t recall that I said to buy atthe market. That 
is the question. I am sure that I asked at what price can I buy North- 
east Airlines. 

Mr. O’Donnetu. Did you place an order at the time you made the 
first telephone call to Mr. Evans? 

Mr. Snoperass. That is the point I can’t answer. That was the 
point we discussed yesterday, Mr. O’Donnell. 

Mr. O’DonneE.LL. Do you think it is probable that you placed an 
order at that time? 

Mr. Snoperass. It could have been, and I think it would have been 
also very probable that he called me back because he did call me back. 

Mr. O’DonNELL, Well, at the time he called you back, did you con- 
firm the purchase or was it with regard to the activity of the stock ? 

Mr. Snoperass. That I can’t answer. I don’t know. 

Mr. O’DonneEtu. Do you recall placing an order wih Mr. Evans for 
500 shares of Northeast Airlines stock at a later date, on behalf of your 
wife? 

Mr. Snoperass. There was an order for 500 shares for Mrs. Snod- 
grass, and I don’t recall whether I placed it or whether her bank 
placed that order. 

Mr. O’Donnetxt. Do you recall how many conversations you had 
with Mr. Evans on the morning of the third ? 

Mr. Snoperass. I could not say how many. 

Mr. O’Donnett. You say it was more than two? 

Mr. Snoperass. It could have been. 

Mr. O’DonneELt. But you do not recall? 
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Mr. Snoperass. No; I talk to him quite often. For me to go back 
would be difficult. 

Mr. O’Donneti. How much stock do you actually own, Mr. Snod- 
grass ¢ 

Mr. Snoperass. Of Northeast Airlines? 

Mr. O’Donneti. No. How much stock do you actually own of all 
types? 

Mr. Snoperass. I couldn’t answer that. 

Mr. O’DonneEtL. Do you own stock other than in the Atlas Finance 
Co. ? 

Mr. Snoperass. Yes, sir. 

Mr. O’DonneELLt. How much in the Atlas Finance Co., or the Atlas 
Auto Finance Co. ? 

Mr. Snoperass. Sir? 

Mr. O’Donnett. How much do you own other than the Atlas Fi- 
nance Co. or the Atlas Auto Finance Co. ? 

Mr. Snoperass. [ couldn’t answer that. 

Senator Jackson. The counsel might ask, could you tell the com- 
mittee whether you own stock in other companies ? 

Mr. Snoperass. Yes; I do. 

Senator JAcKson. Is that for general investment purposes ? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. Do you own stock in other airlines? 

Mr. Snoperass. No, sir. 

Senator Jackson. Did you own stock in Delta? 

Mr. Snoverass. No, sir; not at this time. 

Senator JAcKsoN. Had you previously ? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. Now, I understand that your interest in getting 
this information was in connection with your work on the chamber 
of commerce 

Mr. Swoparass. Yes, sir. 

Senator Jackson. When did you notify the chamber of commerce 
of this decision? 

Mr. Snoperass. I don’t recall whether it was that day or when. 

Senator Jackson. If you were interested in helping the chamber 
or working with them, why was it that you proceeded to buy stock in 
the competitor of this company that you were interested in, Delta? 

Mr. Snoperass. If Northeast Airlines were to receive the award, 
there would be a strong possibility that there would be movement in 
the stock. 

Senator Jackson. So you were interested in buying the stock for an 
opportunity to make some money. 

Mr. Snoperass. I am not opposed to making money, sir. 

Senator Jackson. You can answer that question. The committee, 
Mr. Snodgrass, is looking into the propriety of leaks from the CAB 
which is in violation of existing regulations of the CAB and in which 
people profit. That is why this question is being put to you. You 
invested for the purpose of making a profit. 

Mr. Snoperass. I made the statement to Mr. O’Donnell yester- 
day 

Senator Jackson. We are in public session now, and you can just 
answer the question. 
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Mr. Snoperass. I made this statement to Mr. O’Donnell yesterday 
and I will repeat the statement that if I had known that there was any 
question about Northeast Airlines receiving that decision and if I had 
known that in a manner that would not have been unethical, I cer- 

tainly would have purchased more than 1,000 shares of Northeast 
Airlines. 

Senator Jackson. Do you think knowing now what happened, that 
had you known that this was an improper leak—and I take it you 
did not know—did you know that this was a leak of information in 
violation of CAB regulations? 

Mr. Snoperass. No, sir. 

Senator Jackson. Had you known it, would you have bought the 
stock under these circumstances ? 

Mr. Snoperass. No, sir I would not have. 

Senator Jackson. You would not have? 

Mr. Snoperass. No. 

Senator Jackson. Now, when did you discuss this matter with the 
chamber of commerce? As I understand, that was your primary in- 
terest in keeping in touch with Mr. Griffith, and who did you talk to. 

Mr. Snoperass. There have been two people that would have been 
normal to discuss this with. 

Senator Jackson. I do not mean who it was normal to have dis- 
cussed this with. Would you tell the committee who you talked to and 
when ¢ 

Mr. Snoperass. I could not testify. I do not recall whether I talked 
to Roy Alburne, or whether I talked to Frank Shaw. 

Senator Jackson. You feel you talked to one or the other or both ¢ 

Mr. Snoperass. I am confident I did. 

Senator Jackson. When did you talk to them ? 

Mr. Snoperass. It would have to have been between August 3 and 
August 6, because I left Atlanta around August 6 or 7, and I don’t 
recall the date. 

Senator Jackson. Did you notify them on the day of August 3, the 
day your purchased the stock ? 

Mr. Snoperass. I could not testify that I did, sir. 

Senator JAckson. When did you sell your stock in Northeast Air- 
lines? 

Mr. Snoperass. Somewhere around August 13, and I can refer to 
this invoice and answer that. 

Senator Jackson. Do you have the schedule there ¢ 

Mr. Snoperass. Yes. 

Senator Jackson. All right, you may refer to it. You bought the 
stock ? 

Mr. Snoperass. It was August 16. 

Senator Jackson. You bought the stock on August 3, 1,000 shares 
at $10 per share, is that correct ? 

Mr. Snoperass. That’s correct. 

Senator Jackson. That is $10,000 plus the brokerage. 

Mr. Snoperass. That’s right. 

Senator Jackson. What did you sell it for? 

Mr. Snoperass. I paid $10,170.40 and I sold it for $12,043.25 

Senator Jackson. And your net profit / 

Mr. Snoperass. $1,875 as I reeall. 
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Senator Jackson. The record will speak for itself. That is 
$1,872:85, that is our arithmetic here, our subtraction. Now, your wife 
bought how many shares / 

Mr. Snoperass. She bought 500 shares. 

Senator Jackson. The same day ? 

Mr. Snoperass. I think the order was filled on the same day. 

Senator Jackson. Do you have the records there? 

Mr. Snoperass. Mr. O'Donnell has a photostatic copy and I did 
not bring the original. 

Senator Jackson. She bought 500 shares at 1034 and the total cost 
with the brokerage was $5,272.95, and she sold on the day after you 
sold, August 17, at a total price to her of $6,021.82, so she made $784.87, 
a total for both of you of a little over $2,500. 

Mr. Snoperass. Yes, sir. 

Senator Jackson. So this was, as far as you were concerned, a pur- 
chase speculation and you went in and made your profit and got out ? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donne.t. Did you notify anyone else besides your wife as to 
the activity in Northeast stock on the third / 

Mr. Snoverass. One of the conversations—the treasurer of the At- 
las Finance Co. was in my office, and a member of the law firm that is 
general counsel of my company. I had a conversation with Clement 
Evans on the telephone and remarked to them that I had bought 
Northeast Airlines that morning. 

Mr. O’Donneti. Who were those people ? 

Mr. Snopgrass. Deane Kelly and Louis Regenstein, Jr. 

Mr. O’Donneti. Was Kelly treasurer of the company ? 

Mr. Snoperass. Yes, sir. 

Mr. O’Donnewi. Do you know if he bought the stock ? 

Mr. Snoperass. I did not know whether he did or not. Later I 
found out that he aaa 200 shares, as I reeall. 

Senator Jackson. You heard later that he had purchased stock ? 

Mr. Snoperass. I thought it was 200 shares. 

Mr. O'Donneti. Mr. Chairman, I hand you an affidavit of Louis 
Regenstein, Jr., who was one of the two individuals, which I am going 
to ask you to make an exhibit for the record, which indicates that he 
purchased stock, 500 shares. 

Senator Jackson. It will be included as an exhibit and it will be 
identified as exhibit No.1. This is from Mr. Regenstein. 

_, (ane doc ument referred to was mi: irked “Exhibit No. 1” for refer- 

Mr. O’Donnewt. The next ‘exhibit which I have is Mr. Kelly and I 
am reading now instead of putting this in as an exhibit, a list of all 
purchases of Northeast Airlines stock on August 3, furnished to our 
committee by the Securities Exchange Commission, which will go in 
as an exhibit at a later date, purchased 200 shares of Northeast Airlines 
stock 

Senator Jackson. By whom ? 

Mr. O'Donnett. By Mr. Deane Kelly, of Atlanta, Ga. 

Senator Jackson. Did you discuss this with anyone else ? 

Mr. Snoperass. I do not recall that I did. 

Senator Jackson. Did these people indicate to you that they were 
going to buy stock or did you indicate to them that it was a good 
opportunity / 
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Mr. Snoperass. I said that I had bought it. 

Senator Jackson. Youtold them that you had bought it ? 

Mr. Snoperass. Yes, sir. 

Senator Jackson. And you assumed that that was word to the wise 
for them to go ahead and buy, too? 

Mr. Snoperass. Not necessarily. 

Senator Jackson. Well, why did you discuss it with these people ? 
They were not connected with the chamber of commerce, were they / 

Mr. Snoperass. They both are members of the chamber of commerce, 
Louis Regenstein was an officer of the chamber of commerce, on the 
board of directors of the chamber of commerce at that time. 

Senator Jackson. Were you talking with them in connection with 
your civic interest in this airline route, or were you talking with 
them on the basis of passing along this tip 4 

Mr. Snoperass. I didn’t feel that I hada tip. I think anyone who 
had followed the course of this would not have felt that this was a tip. 

Senator Jackson. What did you feel it was, this call that you got on 
the morning of August 3, from Mr. Griffith ? 

Mr. Snoperass. I thought it was a matter of grave disappointment 
on his part, that Delta Air Lines was not going to receive the route 

Senator Jackson. But you did not infer from that an opportunity 
to make a buy ? 

Mr. Snoperass. That is what I did following that. 

Senator Jackson. Pardon me? 

Mr. Snoperass. That is what I did following that. 

Senator Jackson. Well, you did 

Mr. Snoperass. I am quite confident that Griffith did not pass the 
information to me on that basis, nor did I accept it on that basis. 

Senator Jackson. Well, that may be true that Mr. Griffith did not 
intend to pass it on to you as inside information, but you made that 
use of it, did you not ? 

Mr. Sond rass. If I walked out of this hearing and I found that a 
substantial increase in business to a company had a good chance of 
going to them, it might be well to buy stock in that SepAny sir, 

Senator Jackson. This was a little ‘different analogy, I should like 
to say, Mr. Snodgrass. This is a public hearing and information 
you got was highly confidential because the Board had not made its 
decision public. They are two different things, would you not agree ? 

Mr. Snoperass. I think that in the past 

Senator Jackson. I am talking about this situation. 

Mr. SNoperass. He did not tell me what the decision of the Board 
was. I didn’t know that the decision had been made. 

Senator Jackson. You did not know that Northeast might be get- 
ting the award, as a result of your conversation with Mr. Griffith 7 

Mr. Snoperass. He told me that Delta was not going to receive it. 
I endeavored to evaluate then, if Delta were not going to get it, 
would it be Capital, would it be Pan-American, or would it be North- 
east. I came to the conclusion that it would be Northeast. 

Senator JAcKson. You bought the stock then, on the assumption 
that Northeast was going to get the award? 

Mr. Snoperass. I cert ainly am not endeavoring to be argumenta- 
tive with you, sir. 

Senator Jackson. Can you answer that question ? 
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Mr. Snopcrass. You are questioning what my thinking was and 
I am endeavoring to answer that. If I had known definitely and 
there wasn’t any question that Northeast Airlines was going to have 
that route, I probably would have bought more than 1,000 shares. 

Senator Jackson. Did you buy stoc k on the assumption that North- 
eastern Airlines was going to get the award? 

Mr. SNnoperass. I bought the stock hoping to make a profit out of 
it and if Northeast Airlines received the award the stock would 
probably move up. Northeast Airlines was awarded the route, and 
the stock did move, and I did not sell the stock at its highest point. 
It went up to $14 as I recall. 

Senator Jackson. That is not because you did not want to sell it 
at the highest, but you thought maybe it was not going up more. 

Mr. Snoperass. I was busy and I was away and I referred to the 
fact that I am an officer of a company that is in operation in New 
Mexico and Arizona and Colorado and I did not even make any 
effort while I was there to find out what was happening with this. 

I came back to Flagstaff, Ariz., and I read a paper and I saw 
what had happened, and I called from Flagstaff, Ariz., and I sold. 

(At this point Senator Symington entered the hearing room.) 

Senator Symineton. Are you a Government official ? 

Mr. Snoperass. I am sorry, I did not hear you. 

Senator SymrneTon. Are you a Government official ? 

Mr. Snoperass, No, sir. 

Senator Syminoton. The man that called you from Washington, 
was he a Government official ¢ 

Mr. Snoperass. No, sir 

Senator Symineron. And based on what he said to you, as a pri- 
vate citizen, you went out and bought stock ? 

Mr. Snoperass. That’s right. 

Senator Syminecton. You did not know that the Northeast Airlines 
was going to get the contract ? 

Mr. Snoperass. I certainly did not. 

Senator Symrneron. You figured they might, and took that risk 
based on what you were told; is that right ? 

Mr. Snoperass. Yes, sir. 

Senator Symineaton. I have no further questions. 

Senator Jackson. That is all, Mr. Snodgrass. 

You will remain under the subpena for the balance of the day and 
we do not know right at this time whether we desire to recall you. 
The staff will be in touch with you. 

Mr. Snoperass. I would appreciate it very much if I could catch a 
3:35 plane this afternoon, if possible. 

(At this point Senator Revercomb left the hearing room.) 

Senator Jackson. We will try to let you know by 1 o’clock. 

Mr. Snoperass. Thank you, sir. 

Senator Jackson. You may stay in the room if you wish. 

I will call Mr. Clement Evans. 

Do you solemnly swear that the testimony you are about to give 
shall be the truth, the whole truth and nothing but the truth, so help 
you God ? 

Mr. Evans. I do. 
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TESTIMONY OF CLEMENT A. EVANS 


Senator Jackson. State your name and your address and place of 
business. 

Mr. Evans. Clement A. Evans, Atlanta, Ga., 1320 First National 
Bank Building, and I am in the investment banking business. 

Senator Jackson. What is the name of your firm ? 

Mr. Evans. Clement A. Evans & Co., Inc. 

Senator Jackson. You have talked with the staff about this matter, 
do you know the nature of the hearing / 

Mr. Evans. I have, sir. 

Senator Jackson. You are aware that you are entitled to have coun- 
sel if you so desire ¢ 

Mr. Evans. I do. 

Senator Jackson. And you are willing to proceed witheut sueh 
counsel ? 

Mr. Evans. Yes, sir. 

Mr. O’Donnewi. On August 3, 1956, Mr. Evans, did you receive 
any telephone calls for the purchase of Northeast stock ¢ 

Mr. Evans. Yes, sir. 

Mr. O’Donnewt. Did you receive a telephone call from Mr. Robert 
Snodgrass / 

Mr. Evans. I did, sir. 

Mr. O’Donnetit. What time did that telephone call come in / 

Mr. Evans. 9: 15 o'clock, sir. 

Mr. O’Donnewt. He talked to you personally ¢ 

Mr. Evans. Yes, sir. 

Mr. O’Donneti. What did he say to you at this time ? 

Mr. Evans. He gave me an order to buy 1,000 shares of Northeast 
Airlines stock at the market. 

Mr. O’Donnett. Did he, at any time, ask you if there was any 
activity in the stock market concerning Northeast stock ¢ 

Mr. Evans. He did not, sir. 

Mr. O’Donnetx. Did he mention anything else other than to buy 
the stock ? 

Mr. Evans. No, sir. 

Mr. O’DonneEtt. Did you subsequently call him back ? 

Mr. Evans. I called him back at approximately 9: 32 o'clock, after 
his order had been executed at $10 a share. 

Mr. O’Donneti. You informed him that his order had been 
executed / 

Mr. Evans. Yes, sir. 

Mr. O’Donnett. Did you at this time ask him if he knew any- 
thing concerning Northeast stock / 

Mr. Evans. Mr. O'Donnell, I do not know whether I did at that 
particular moment, sir. 

Mr. O’Donneti. His order was executed at what time / 

Mr. Evans. My records show 9: 52, sir. 

Mr. O’Donnetn. Did you subsequently receive another telephone 
eall from Mr. Snodgrass / 

Mr. Evans. I did, sir. 

Mr. O’Donnetu. What was the nature of that telephone call? 

Mr. Evans. He gave me an order to buy 500 shares of Northeast stock 
at the market for the account of his wife, Mrs. Mildred R. Snodgrass. 
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Mr. O’DonneELL. What time was this telephone call ? 

Mr. Evans. At 10 o’clock. 

Mr. O’DonNELL. What time was the order executed ? 

Mr. Evans. 10:01. 

Mr. O’Donneti. Did you subsequently call him back and tell him 
the order was executed ? 

Mr. Evans. I did,sir. 

Mr. O’DonneEti. When he made this telephone call, did you ask him 
whether or not he had any information concerning ’Northe sast ? 

Mr. Evans. I asked him what he knew about it; yes, sir. 

Mr. O’Donneti. What did he tell you ? 

Mr. Evans. He told me if he knew anything, he wouldn’t tell 
me, sir. 

Mr. O’Donneti. Did you at any time or were you at any time asked 
by him as to the activity of Northeast Airlines stock ? 

Mr. Evans. I do not recall that, sir. 

Mr. O’Donneti. Can you say definitely you were not ? 

Mr. Evans. When you mean about activity, Mr. O’Donnell, do you 
mean volume or the market on the stock, sir ? 

Mr. O’Donnetu. The market on the stock. 

Mr. Evans. I would say that during the day, he may have called 
me or I may have called him back during the day and told him that 
the stock had continued to go up above 108%. 

Mr. O’Donnett. But you are positive he did not ask you this on the 
first telephone call at 9:15? 

Mr. Evans. Yes,sir. 

Mr. O’Donneti. He may or may not have asked you on the second 
telephone call at 10? 

Mr. Evans. Yes, sir. 

Senator Jackson. Are there any questions? 

Mr. Evans, we appreciate your forthright answers to the questions 
and we are sorry to have you come all of the w ay from Atlanta, but 
we know of no other way to handle these matters. 

Mr. Evans. That’s all right. Thank you very much. Do you want 
these records, Mr. O’ Donnell ¢ 

Mr. O’Donnett. Can we identify them, first? Let us take the 
purchase order of Mr. Snodgrass, and will you identify that, please? 

Mr. Evans. This is a buy order for Robert R. Snodgrass for 1,000 
shares Northeast Airlines stock at the market. 

Mr. O’Donnetu. Do you have the sale order on that? 

Senator Jackson. That has been marked “Exhibit No. 2.” 

(The document referred to was marked “Exhibit No. 2” for refer- 
ence and will be found in the appendix on p. 223.) 

Mr. Evans. The sale order on it; yes. I have before me a sell order 
for the account of Robert R. Snodgrass, on the 16th of August, to 
sell 1,000 shares of Northeast Airlines at the market. 

Senator Jackson. That will be marked “Exhibit No. 3.” 

(The document referred to was marked “Exhibit No. 3” for refer- 
ence and will be found in the appendix on p. 22-4.) 

Mr. O’DonneELL. Would you identify the buy orders of Mrs. Snod- 
OTASS ¢ 

Mr. Evans. I have before me an order to buy 500 shares Northeast 
Airlines stock at the market for the account of the National Bank of 
Detroit. 
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Mr. O’Donneti. That is the bank that handles her account? 

Mr. Evans. Yes, sir. 

Senator Jackson. That will be marked “Exhibit No. 4.” 

(The document referred to was marked “Exhibit No. 4” for refer- 
ence and will be found in the appendix on p. 225.) 

Mr. O’Donne.LL. And the sell order on her stock ? 

Mr. Evans. I have before me our sell order dated August 16, to 
sell 500 shares of Northeast Airlines at the market for the account 
of the National Bank of Detroit. 

Senator Jackson. That will be marked “Exhibit No. 5.” 

(The document referred to was marked “Exhibit No. 5” for refer- 
ence and will be found in the appendix on p. 226.) 

Mr. O’Donnetu. Do you have any buy order there for Mr. Kelly ? 

Mr. Evans. Yes, sir, I have a buy order before me for the account 
of W. Deane Kelly, to buy 200 shares Northeast Airlines and this 
one is at a limit of 1034 and it was executed at 1034. 

Senator JACKSON. That will be marked “Exhibit No. 6.” 

(The document referred to was marked “Exhibit No. 6” for refer- 
ence and will be found in the appendix on p. 227.) 

Mr. O’Donnetu. Do you have the sell order? 

Mr. Evans. Yes, sir, I have a sell order dated August 9, for the 
account of W. Deane Kelly to sell 200 shares at 1214; 100 was sold at 
1214; and 100 at 125%. 

Senator JACKSON. T hat will be marked “Exhibit No. 7.” 

(The document referred to was marked “Exhibit No. 7” for refer- 
ence and will be found in the appendix on pp. 228, 229.) 

Mr. O’Donnewtt. Can I recap how much money Mr. Kelly made 
from the order slips that you have in front of you? 

Mr. Evans. No, sir, because of commissions and taxes would all be 
taken out of it, and he made approximately—— 

Mr. O’Donnett. I mean the net profit that he made. 

Senator Jackson. After the brokerage and taxes. 

Mr. Evans. Well, I can make approximately—I don’t know, the 
taxes and the commissions—by a quick calculation Mr. Kelly made 
approximately $285.87 after all commissions and taxes and everything, 

Mr. O’Donnetxi. Thank you very much. 

Senator Jackson. Thank you very much, Mr. Evans, you may 
return to your home, if you wish. 

Mr. Evans. Thank you sir. 

Mr. Jackson. The Chair will recall Mr. Snodgrass. 


TESTIMONY OF ROBERT SNODGRASS—Resumed 


Mr. O’Donnett. Mr. Chairman, I would like to present to you an 
affidavit which is signed by Mr. Snodgrass on the 20th day of Sep- 
tember in 1956. 

Senator Jackson. That will be marked “Exhibit 8.” 

(The document referred to was marked “Exhibit No. 8” for refer- 
ence and will be found in the appendix on p. 230.) 

Senator Jackson. Do you recall signing an affidavit on that date? 

Mr. Snoperass. Yes, I do, and I sioned an affidavit and I do not 

recall the date. 

Senator Jackson. Before Miss Rosemarie Wood, notary public 7 

Mr. Snoperass. Yes. 
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Senator Jackson. Do you recall that in that affidavit you stated, 
and I quote from the second page of it, 
sometime after receiving that call— 
referring back to your call from Mr. Griffith— 

I telephoned my broker, Clement Evans, & Co., and ascertained that Northeast 
Airlines was very active. 

Is that your statement ? 

Mr. Snodgrass, you heard the testimony of Mr. Evans, that you 
did not inquire as to the activity of the stock. Do you want to change 
your testimony / 

Mr. Snoperass No, that was the best of my recollection. 

Senator Jackson. That is all. You may return to your home, Mr. 
Snodgrass. 

Mr. Snoperass. Thank you. 

Senator Jackson. The committee will stand in recess until 2 p. m. 

(Whereupon, at 12:15 p. m., the hearing in the above-entitled mat- 
ter was recessed to reconvene at 2 p. m., of the same day.) 


AFTERNOON SESSION 


(The hearing was resumed at 2 p. m., Senator Hienry M. Jackson 
presiding. ) 

Senator Jackson. The subcommittee will come to order. 

(Present at the convening of the afternoon session were Senators 
Jackson and Revercomb.) 

Senator Jackson. I believe counsel has an exhibit that he wishes to 
include in the record. 

Mr. O’Donne tu. I would like to introduce an exhibit which is iden- 
tified as a letter from the Securities and Exchange Commission to us 
showing the purchases of Northeast Airlines stoc k on August 3, 1956, 
and it consists of 4 pages. 

I might add that the name of W. D. Kelly, who purchased 200 shares 
of stock, is not on the list through an error, and the reason for the 
error probably can be obtained from the SEC. 

Senator Revercoms. May I ask, does this list show all purchases of 
that stock for that day ? 

Mr. O’Donnet. Throughout the country for August 3. 

Senator Jackson. Supplied by the Securities and Exch: ange Com- 
mission. 

This will be marked for identification as “Exhibit No. 9.” 

(The document above referred to was marked as “Exhibit No. 9’ 
and may be found in the files of the select committee.) 

Senator Jackson. The next witness is Mr. Robert Oliver. 

Raise your right hand and be sworn. Do you solemnly swear that 
the testimony you are about to give shall be the truth, the whole truth, 
and nothing: but the truth, so he ‘Ip you God? 

Mr. Ontver. I do, sir. 


TESTIMONY OF ROBERT W. OLIVER 


Senator Jackson. State your name and residence and business or 
profession. 
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Mr. Ouiver. My name is Robert W. Oliver, and my residence is 4720 
Quebec Street NW., and I have a law office in the Southern Building, 
at 15th and H Streets NW., Washington, D. C. 

Senator Jackson. You are familiar with the rules of the committee, 
and you received a copy? 

Mr. Otiver. No, sir. 

Senator Jackson. You have not? 

Mr. Ortver. No, sir. 

Senator Jackson. Did you request a copy? 

Mr. Ottver. No, sir. 

Senator Jackson. You are familiar with the fact that you are en- 
titled to have counsel ? 

Mr. Ottver. I understand so. 

Senator Jackson. And you are a lawyer yourself? 

Mr. Otiver. I am, sir. 

Senator Jackson. You are ready to proceed without counsel, I take 
it? 

Mr. Ottver. I am indeed, sir. 

Mr. O’Donnewut. Mr. Oliver, who are the other members of your 
law firm ? 

Mr. Oniver. Mr. Pogue, Mr. L. Welch Pogue, and Mr. George C. 
Neal, and Mr. James F. Bell and myself. 

Mr. O’DonneLi. Were you ever affiliated with the CAB? 

Mr. Ottver. I was at one time, from 1939 to 1942, when I went into 
the Navy, and then I was back for a little less than 1 year from middle 
1945 until the middle of 1946. 

Mr. O’Donnetxi. What were your duties over at the CAB? 

Mr. Otiver. I started out as an attorney in the International Di- 
vision, and then became an attorney in the General Counsel’s office, 
which position I occupied when I went in the Navy. 

Then when I came back for the year that I was back, I was Assistant 
Director of what was then Scie as the Board’s Economic Bureau. 

Mr. O’DonneEtt. Does the law firm of Pogue & Neal represent Delta 
Airlines? 

Mr. Ottver. Yes, sir. 

Mr. O’DonneLi. Over what period of time have they represented 
Delta ? 

Mr. Oriver. Well, I have not handled that account, and [ am prob- 
ably the worst one for you to ask that question of. But I think since 
about 1952, to the present time, but I could not be sure. 

Mr. O’Donnett. Who is the attorney with the firm who handles 
that account? 

Mr. Ottver. Mr. Pogue handles that account. 

Mr. O’Donnetu, Now, on August 2, 1956, were you working in your 
office that night? 

Mr. Ouiver. I was wor king that night, and had been working there 
every night during the previous 3 or 4 weeks, as I recall, but. I was 
there that night. 

Mr. O’Donnett. Is your office generally open in the evening ¢ 

Mr. Otxtver. It is generally open, and generally known in the in- 
dustry to be open duri ing the evening. 


Mr. O’Donnetit. Where was Mr. Pogue on the night of August 
29 
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Mr. Otiver. Mr. Pogue was out west in the State of Iowa, and I 
think he was on a brief trip that day, somewhere within the State of 
Iowa. 

Mr. O’DonneEtt. Where was Mr. Neal on that day ? 

Mr. Ottver. Mr. Neil was ill in the hospital and had been for sev- 
eral weeks. 

Mr. O’Donnetu. Where were the other subordinates in your office 
who were attorneys? 

Mr. Outver. They were there; they were in the office at that time. 
They were not there during the evening. They may have been there 
during part of the early evening of August 2, but not during the 
late evening. 

Mr. O’Donnett. Were you handling the affairs for Mr. Pogue dur- 
ing his absence in Iowa? 

Mr. Ottver. I was trying to. 

Mr. O’Donnetu. Did you receive a telephone call from a member 
of the CAB on August 2? 

Mr. Ottver. Well, I received a telephone call, Mr. O’Donnell. I 
could not say it was from the CAB and I might just tell you what 
happened. 

Mr. Pogue usually called me 3 or 4 times a day and as a rule, dur- 
ing the evenings, because I was working on a lot of things that he had 
been h: andling th: it I was unfamiliar with, and we had heed for a lot 
of telephone consultation. 

I had expected him to call in that evening, and I waited until some- 
thing like 10 o’clock for him to call in. When he had not, I had not 
had any dinner and I went out and got a bite to eat and I got back, I 
think 1 went about 10, but I cannot be positive of the time. I got 
back about 10:30, I think. 

I had been back somewhere about half an hour, possibly, and the 
telephone rang and the inquiry was whether that was the office of 
Pogue & Neil, and I said it was. 

Mr. O’Donnetu. Did you answer that telephone call ? 

Mr. Otiver. I did, and I was the only one in the office, and it was 
close to 11 o’clock then. The inquiry was, was that the office of 
Pogue & Neil, and I said it was, and they said “Who is on the 
phone?” and I said “Bob Oliver.” 

With that, I can’t be positive of what the choice of words were, but 
in substance, they were to the effect that we would be interested to 
know that the Civil Aeronautics Board had had a meeting that eve- 
ning and had awarded the New York-Florida route to Northeast 
Airlines. 

Just as I started to ask who was on the phone, and what was going 
on, the phone got hung up. 

Mr. O’Donnect. He did not identify himself? 

Mr. Ottver. No, sir, nor did I hardly; just after those words got 
out the phone was hung up. 

Mr. O’Donnett. Was it a male voice? 

Mr. Otiver. Yes, sir; it was a male voice. 

Mr. O’DonneE.LL. Did you recognize the voice / 

Mr. Ottver. To the best of my knowledge I had never heard it 
before. 

Mr. O’Donnett. What did you do as a result of that telephone 
call ? 
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Mr. Ottver. Well, at first I didn’t know what to do, because as I 
say, I don’t handle the Delta account. I knew Mr. Pogue was going 
to call in, on some other things that we were going to talk about, and 
he did, sometime I guess maybe 15 minutes or half an hour, and again 
I can’t be sure of what the time element was. 

Mr. Pogue called in and in the course of which I told him of this 
call that had come in to me. 

Mr. O’Donnetu. Did you explain in detail to him what the essence 
of the telephone éall was? 

Mr. Oniver. I think that I did; yes, sir. And I told him that I 
didn’t recognize the voice, and didn’t know who the call had come 
from. Then Mr. Pogue and I had a discussion as to what we should 
do; that is, whether on the basis of just that incident we should re- 
port it to the c ompany. 

Mr. Pogue has always had a policy of reporting to clients any kind 
of a development that looks like it might have any significance, and 
so I think he was the one that, decided that we should advise Delta 
Airlines. 

Mr. O’Donnett. What did he say, as to who should be advised ? 

Mr. Ontver. I think what he said was that he could call the presi- 
dent of the company from out there and he suggested I call Mr. 
Griffith here in Washington, their Washington represent: itive. 

Mr. O’Donnetx. The president is Mr. Woolman ? 

Mr. Oxtver. Yes, sir. 

Mr. O’Donne x. Did you, in fact, call Mr. Griffith? 

Mr. Ottver. I did, sir. 

Mr. O’Donneti. What time was it; do you recall? 

Mr. Ottver. I just couldn’t be positive; around 11:30 or maybe 
11: 20. 

Mr. O’Donnetu. What did you tell Mr. Griffith ? 

Mr. Ontver. Well, I got Mr. Griffith on the phone, and I think that 
I started out by saying that it looked bad or something like that, and 
I mentioned I had gotten a call that said that the Board had awarded 
this route to Northeast. 

At that point Mr. Griffith got terribly upset, and actually it was 
difficult to carry on a conversation with him from that point on. I 
went ahead and proceeded to tell him that I didn’t know who the call 
had come from. 

Mr. O’Donnewy. You did tell him? 

Mr. Oxiver. I feel positive, I think that I said to him that the call 
was—that I didn’t know the source of the call, or didn’t recognize the 
voice, or something like that, and that I had also said to him that I 
had talked with Mr. Pogue and that Mr. Pogue and I had decided that 
T should call Mr. Griffith and just tell him, and that Mr. Pogue was 
going to call Mr. Woolman. 

Mr. O’Donne tt. Is it normal procedure for you to advise the source 
of information that you received which is improper ? 

Mr. Ontver. Well, I don’t know how to answer that because I per- 
sonally don’t think, or I don’t know what the word “improper” means 
in there. We do have a policy, Mr. O’Donnell, of advising clients of 
what information we get that is of any significance to them. 

Mr. O’Donnetu. You always advise the client as to the source of 
this information ? 

Mr. Ottver. I believe so. 
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Mr. O’Donne tL. So that in this instance, you are positive that you 
told Mr. Griffith that this was an anonymous telephone call that you 
had received ? 

Mr. Ottver. I am positive that I told him—I don’t know what the 
choice of words were—but I did not know the source of the call or who 
had made the call. 

I do remember one thing, though, that just as I started or after I 
had said to Mr. Griffith that a call had come in that had said that 
this route had been awarded to Northeast, he got, as I say, very upset 
“— I had difficulty in carrying on a conversation with him. 

I don’t know how much of what further I told him after that first 
thing I said, how much he actually comprehended. But I told him. 

Mr. O’DonneLu. Did you make any other telephone calls that eve- 
ning relating to this m: utter ? 

Mr. Ottver. No, sir, and the only two people that I ever told about 
that call that came in were Mr. Pogue and Mr. Griffith. 

Mr. O’Donnett. What time did you go home, Mr. Oliver? 

Mr. Oxtver. I went home about 12: : 30, and that is an estimate, and 
I can’t be positive, but I was there wor king on some other things after 
that. 

Mr. O’Donnett. The next morning, what time did you report at 
the office ? 

Mr. Ottver. About 10 o’clock, approximately, and I can’t be posi- 
tive. 

Mr. O’Donne tt. How did you go downtown the next day? 

Mr. Oxtver. By bus. 

Mr. O’Donne tt. Where did you get off the bus? 

Mr. Ottver. At the corner of 15th and H. 

Mr. O’DonneEtt. How far is that from your office? 

Mr. Oxtver. A block. 15th and I; I gave you the wrong place. 

Mr. O’Donnett. Where is Merrill Lynch, the firm of brokers, 
located ? 

Mr. Otiver. It is in the block that I walk through to go from the 
bus stop to my office. 

Mr. O’Donnetu.. Did you stop in at Merrill Lynch’s in the morn- 
ing of the 3d? 

Mr. Oxtver. I did, sir. 

Mr. O’DonneEtu. Did you buy any Northeast stock ? 

Mr. Ottver. Not to my knowledge; I didn’t. 

Mr. O’Donnett. What time did you arrive at Merrill Lynch’s 
office on the 3d ? 

Mr. Oxiver. Well, I would have to approximate it, but I would say 
that it was around 9:45, maybe 9:55, or something like that. It was 
about through there. 

Mr. O’Donnett. Who did you see when you entered the firm? 

Mr. Oxtver. Well, I had called in the previous day, Mr. O’Donnell, 
and as you have in a statement that I have given to the committee and 
to you, I had decided on the 1st of August because of an event that 
took place on that day, that I desired to buy some Northwest Air- 
lines stock, and decided to invest $2,500 in Northwest Airlines stock. 

On the 2d of August, since I didn’t know that my account had 
changed hands a couple of times at Merrill Lynch, I called in to find 
out who was handling the account. I was told by someone there 
that they thought a Mr. Foster had my account. 
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I tried to reach him twice that afternoon to put in the order and 
when I walked from the bus over to my office on the morning of the 
3d, it occurred to me as I walked past the place that since I had 
trouble getting through on the phone the previous day, I would stop 
and put in this order at that time, which was the reason I stopped 
there. 

Mr. O’Donnett. Backing up just a moment, did you represent 
Alaska Air Transportation Co. ? 

Mr. Outver. We represent Alaska Airlines, Inc. That is based in 
Seattle, Wash. 

Mr. O’DonneEtu. How long have you represented them ? 

Mr. Otrver. Since 1947. 

Mr. O’DonneEtxt. Do you handle the account ? 

Mr. Onrver. I handle most of it. 

Mr. O’Donnetx. Do you own any stock in Alaska ? 

Mr. Outver. I do, sir; a substantial amount. 

Mr. O’DonneEti. How long ago did you purchase that stock ? 

Mr. Ortver. About 3 years ago. 

Mr. O’Donnett. Was there a proposed merger of Alaska with 
Pacific Northern ? 

Mr. Outver. Yes, sir; in May of 1955 there was a decision in what 
is known as the States-Alaska case, and in that decision it was decided 
that a merger between Alaska Airlines and Pacific Northern Airlines 
would be in the public interest, and it urged such a merger. That 
was in May of 1955. 

Mr. O’DonneEtL. Who issued that order? 

Mr. Ottver. It was an order issued by the Civil Aeronautics Board 
and approved by the President, as required by the Civil Aeronautics 
Act. 

Mr. O’DonnetL. That was based on a petition and arguments that 
had been before the Board for some time ? 

Mr. Oxtver. There had been an issue in that case as to whether a 
merger between those two carriers would be in the public interest. 
That decision decided that it would be for the reason and one of the 
main reasons being that it was desirable to have a single operation 
serve both Anchorage and Fairbanks on the same run. 

Mr. O’DonneELL. Was there, in fact, a merger between Alaska and 
Pacific Northern ? 

Mr. Oniver. No, sir; that went from May of 1955 up through an 
event which was important to me, on August 1, 1956, and although 
Alaska had endeavored to bring about a merger, it had not been con- 
summated or any understanding reached. 

Mr. O’Donneii_. What order was issued by the CAB on August 1, 
1956, that might be a change with regard to the proposed merger ? 

Mr. Oriver. Well, the significant thing that happened to me was 
that on the Ist of August 1956, the Board issued a rate order proposing 
new and higher rates for Pacific Northern, which I thought were very 
favorable rates, about doubled their mail pay, and no reference in 
the order whatever to the prior merger findings. 

From that I concluded that the Board had about given up on the 
idea that such a merger would take place. 

Mr. O’Donnetn. Did you make any inquiry from the Board itself 
as to whether or not they had given up as to a possible merger? 
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Mr. Otiver. I did not, sir; it was my best judgment that if they 
hadn’t given up, they w ould. 

Mr. O’DonneLt. What did this particular order of August 1, 1956, 
mean to you? 

Mr. Ottver. Well, what it meant to me, I thought it took away any 
remaining vestige of incentive there might be left in Pacific Northern 
to come to a merger. 

Mr. O’Donnetu. What bearing did this order have on you insofar 
as Northwest stock was concerned ¢ 

Mr. Ottver. I see what you mean. 

Well, the idea behind a merger between Alaska and Pacific Northern 
was that one company, Alaska, had a route from Seattle to Fairbanks 
down to Anchorage, and Pacific Northern had a route from Seattle to 
Anchorage. If you put those two together, there was another carrier 
that also had a Seattle and Anchorage route which was Northwest 
Airlines. 

It occurred to me that since one of the main driving forces of the 
finding that there should be a merger between Alaska and Pacific 
Northern, namely, coupling Anchorage and Fairbanks on the same 
route, and on the same operation, it occurred to me that a possible 
alternative would be a merger with Northwest Airlines, which had the 
identical route that Pacific Northern had, and moreover, Northwest 
had become subsidy-free. 

Mr. O’Donneti. Was there any speculation at this time that there 
might be a merger between Alaska and Northwest? 

Mr. Ontver. There might very well be. 

Mr. O’Donnetx. Was there any speculation ? 

Mr. Oxtver. At that time? 

Mr. O’Donnett. Yes. 

Mr. Ontver. There might have been. 

Mr. O’Donnewe. Was there any ? 

Mr. Oxtver. I couldn’t answer that; I can just say there might have 
been, because that was an alternative course of action to take. All I 
am trying to tell you, sir, is what occurred to me. 

Senator Jackson. Isn’t it a matter of fact that the issue of a pos- 
sible merger had been settled, and this is last summer? Isn’t it true, 
Mr. Oliver, that the President had awarded a certificate to Pacific 
Northern and to Alaska Airlines and hadn’t that been decided ? 

Mr. Ontver. That is right, sir. 

Senator Jackson. And do you mean to say and tell the committee 
that the date you referred to, around August 1 last year, that this ques- 
tion of a possible merger between Northwest Airlines and Alaska 
Airlines was a matter under active consideration ? 

Mr. Orrver. No. Iam not saying that, Senator; you misunderstood 
me, I am afraid. I am saying what occurred to me. That was my 
incentive and reason for being interested in Northwest Airlines stock. 
I am not saying that at that time 

Senator Jackson. Was it because of the rate incrcease in Pacific 
Northern ? 

Mr. Ottver. I concluded that because of the favorable rate that had 
been given to Pacific Northern that I thought that that would probably 
put an end to any possibility of any such merger being achieved with 


Alaska. 
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Incidentally, the Board in its finding, where it had found such a 
merger was in the public interest, pointed out very clearly that it 
lacked the legal power to force such a merger. 

Senator Jackson. But they had recommended a merger, but then 
proceeded in the end or it was decided at the White House level, be- 
cause under the law the final decision in this situation would have to 
be made by the President—is that right ? 

Mr. Oxtver. That is right. 

Senator Jackson. But it was suggested by the Board originally 
that there be a merger and it would be possibly in the best public 
interest to do so, but the final decision was to give a clear-cut award on 
a temporary basis to Pacific Northern and Alaska Airlines ? 

Mr. Ottver. That is right, sir, and those temporary certificates were 
not predicated or conditioned upon a merger being achieved, but 
there was language in the decision which encouraged and said that 
they thought there should be a merger. 

Senator Jackson. But the reason you were interested in Northwest 
Airlines was because of this rate increase, you said ? 

Mr. Outver. Exactly; and I thought that the action that had been 
taken, since we had gone 15 months with no merger or any progress 
made in one, and there was an action which took place which in my 
mind impaired the incentive of Pacific Northern to merge. 

They had a completely adequate rate, which incidentally has just 
been opened up the other day and found to be too high by some 
$300,000. 

Senator Jackson. They had a completely adequate rate, and why 
would you want to buy into Northwest ? 

Mr. Oxtver. The thing that occurred to me, Senator, was that the 
thrust of the merger of a finding between Alaska and Pacific North- 
ern had been predicated in large part upon the need of incorporating 
both Anchorage and Fairbanks on the same operation. 

That merger would have done it. Only one other merger would 
do it, and that would be with Northwest. That is the only other mer- 
ger that would give you service to Anchorage and Fairbanks on the 
same flight. 

I think that is something that has been considered to be an advisable 
service. All I am saying to you is that on August 1 when this order 
came out, in my own mind I gave up hope on the merger between 
Alaska and Pacific Northern and it occurred to me that there was a 
possible alternative—a Northwest merger. 

Senator Jackson. With Alaska? 

Mr. Ottver. With Alaska; yes. 

Senator Jackson. You already held stock in Alaska Airlines, and 
why wouldn’t you want to buy more stock in Alaska, if it was going 
to be merged with Northwest, rather than the other way around? Isn’t 
that where the real gain would be? 
~ Mr. Ontver. Senator, I had had a fairly good idea of how the stock 
that I held in Alaska would be affected in the event of a merger with 
Pacific Northern. I did not know how it might be affected in the 
event of a merger with Northwest. 

Senator Jackson. I do not know much about investments, but I am 
sure that you are familiar with the fact that when a company is about 
to be merged with another, the company that is going to be taken over, 
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its stock usually goes up, and the other company’s stock may go down 
in value; isn’t that generally true? 

Mr. Oxtver. I just don’t know. What I didn’t know here is what 
the effect would be. 

Senator Jackson. Did you feel that the effect was going to be that 
Northwest’s stock was going to go up? 

Mr. Oxtver. Senator, I didn’t. I just didn’t know how the stock 
that I held in Alaska would be affected, and it ocurred to me that a 
good hedge against it would be to have some stock in the other com- 
pany, that there might possibly be a merger with. I just didn’t know. 

Mr. O’Donnett. Has there been any merger between Alaska and 
Northwest ? 

Mr. Ottver. Yes, sir—-no, sir. 

Mr. O’Donnetu. Had there been any efforts made toward a merger? 

Mr. Otutver. I don’t know, sir. There may have been discussions, 
and I wouldn’t know about them. 

Mr. O’Donnetu. Had you heard of any indications from anyone 
that there might be a merger between those two at that time, going 
back to August 2? 

Mr. Ottver. Well, I think there had been possibly discussions of a 
possible merger with Northwest. 

Mr. O’Donnett. Did you have any indications from Alaska that 
they might merge with Northwest ? 

Mr. Ontver. I don’t think so. 

Mr. O’Donnetu. You represented Alaska Airlines, didn’t you ? 

Mr. Ottver. Yes, sir. 

Mr. O’Donnewi. Don’t you think that you would have heard if 
there was some indication in that direction? 

Mr. Ontver. Not necessarily. 

Senator Jackson. Wouldn’t they consult you about them ? 

Mr. Oriver. We are not general counsel. We represent them be- 
fore the Civil Aeronautics Board in certain proceedings. 

Senator Jackson. But you would have had at least the inside in- 
formation on that, if they were contemplating merging with North- 
west. 

Mr. Ontver. Not necessarily, Senator. There are a lot of things 
that go on in the company that we are not advised about. 

Senator Jackson. Wouldn’t they have to probably employ your 
legal services if they were contemplating a merger? 

Mr. Otrtver. Not necessarily. It could be handled by their counsel 
in Seattle. 

Senator Jackson. That is, they wouldn’t employ you here to “ the 
work that had to be done here, but they would get Seattle counsel and 
bring them back here? 

Mr. Oxtver. No; what would happen is that in reaching an under- 
standing on a merger, they would probably do that out there, and we 
would get called in when something had gotten consummated. 

Senator Jackson. Who would they confer with in Northwest Air- 
lines out in Seattle? 

Mr. Ontver. I think they would probably confer with Northwest 
officials in St. Paul. 

Senator Jackson. You know they wouldn’t confer with them in 
Seattle, so they wouldn’t have their Seattle counsel in it, would they ? 

Mr. Ottver. Well, the Seattle counsel are sitting right next to the 
company’s headquarters out there in Seattle. 
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Senator Jackson. Well, isn’t this a matter that would have to be 
taken up with the officials of Northwest Airlines? 

Mr. Otiver. There is no question about that. Before you could 
go any place with it, you would have to do that. 

Senator Jackson. How big a stockholder are you in Alaska Air- 
lines? 

Mr. Otrver. Two thousand shares. 

Senator Jackson. But you say that you felt there was this merger 
talk, but you are not able to tell the committee the source of it or the 
basis of it? 

Mr. Ontver. Senator, I am afraid you may have misunderstood me. 
I did not say that I had heard that there was merger talk. All I am 
saying to you, sir, is that it occurred to me simply that this event that 
took place on the 1st of August would mean that there would not be a 
merger with Pacific Northern and it occurred to me that Northwest 
yas a possibility. 

Senator Jackson. How did it occur to you that Northwest was a 
possibility ? 

Mr. Ottver. Just simply from my knowledge of why the Govern- 
ment had desired to have a merger between Alaska and Pacific 
Northern. 

Senator Jackson. Did it follow that the Government, because two 
small airlines should be merged, in order to provide maybe more efli- 
client service—did it follow that the Government would encourage a 
large airline to take over a small one? 

Mr. Ontver. Senator, I didn’t get into those considerations. The 
thing that I thought of most was the one factor, that absent a merger 
with Pacific Northern, the only other way to have an operation that 
would serve Anchorage and Fairbanks on the same run would be a 
merger between Alaska and Northwest. 

Senator Jackson. If I understand your testimony correctly, you 
decided that Northwest was a good investment solely on your own 
judgment, and you weren't influenced by any outside information, and 
no one talked to you, and you hadn’t read anything about it, and you 
just decided that there was a possibility in the light of the circum- 
stances you indicated here that Alaska Airlines might merge with 
Northwest and that would increase the value and Northwest would 
be a good stock to buy. 

Mr. Otiver. I didn’t get up to that. Up to the last statement you 
are generally correct. 1 didn’t buy Northwest on any particular 
theory as to how their stock would be affected in the event of a merger. 

Senator Jackson. What theory did you buy it on 4 

Mr. Oniver. Just on the fact that I didn’t know what the situation 
would be, if there would be a merger. I thought having a substan- 
tial amount of stock that I had in Alaska, and not knowing how it 
would be affected if there was such a merger, that it might be good 
business to have some stock in the other company that there might be 
a merger with. I didn’t get beyond that. 

Senator Jackson. You were buying Northwest Airlines to hedge 
on your investment in Alaska. 

Mr. Ouiver. That is right, sir. 

Senator Jackson. Did you discuss that with sayenen) 2 

Mr. Ottver. No, except at that time, about that time I did have dis- 
cussions with people in the company, to the effect that I thought—— 
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Senator Jackson. What company ¢ 

Mr. Ouiver. Alaska, to the effect that I thought this rate order of 
August 1 had very much detracted from any possibility of a merger 
between Alaska and Pacific Northern. 

Senator Jackson. Who did you talk with ¢ 

Mr. Oxtver. I talked with the president of the company, and the 
chairman of the board of directors. 

Senator Jackson. What was their reaction ¢ 

Mr. Ouiver. The same as mine. ' 

Senator Jackson. Did you discuss or did you talk to any of your 
brokers or investment people about the advisability of buying stock 
in Northwest on this basis ¢ 

Mr. Outver. No, sir. 

Senator Jackson. Did you discuss it with anyone‘ 

Mr. Oxtver. No, sir. 

Senator Jackson. You just decided this on your own? 

Mr. Outver. I thought that I was close enough to it to use my own 
judgment. 

Mr. O’Donnett. Well, now, actually you say you have an invest- 
ment of $2,500 that. you wanted to put into Northwest. 

Mr. Ourver. Yes, sir 

Mr. O’Donne i. Was this a sizable amount of money so far as you 
are concerned ¢ 

Mr. Outver. Well, I don’t know how to answer that, Mr. O’ Donnell. 

Mr. O’Donnewtt. Well, personally, was this a large amount of 
money to you‘ 

Mr. Ontver. Well, it was a substantial amount of money to me. 

Mr. O’Donnett. You think as a reasonable man that you could in- 
vest $2,500 in stock, that you had no inside information on other 
than this particular thing that you have related to us today ? 

Mr. Oniver. That is right, because I had been all through that, Mr. 
O’Donnell. I understood that situation. I had tried that States- 
Alaska case. 

Mr. O’Donnett. How heavy a stockholder are you generally ? 

Mr. Oniver. Not heavy. 

Mr. O’DonneELL. You own Alaska stock, and do you own any other 
airline stock ? 

Mr. Ontver. I do. 

Mr. O’Donnety. Could you tell us roughly what it is? 

Mr. Oxtver. Well, I own 600 shares of stock in one of the helicopter 
carriers, and I own some debentures in a local service carrier. 

Mr. O’Donnett. That is the extent of the holdings that you have 
other than of Alaska stock ? 

Mr. Outver. And the Alaska stock. 

Mr. O*Donnetn. Did you ever own any Northwest stock prior to 
this particular purchase? 

Mr. Otntver. I don’t recall that I did. 

Mr. O’Donnet. Well, now, getting up to the third, when you went 
into the firm of Merrill Lynch, you talked to Mr. Foster; is that cor- 
rect ? 

Mr. Ottver. I asked somebody where he was located, and I was 
shown where he was located. 

Mr. O’Donnett. He handled your account? 
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Mr. Oxrver. I had been told the previous day they thought he did. 

Mr. O’Donnetx. Let us back it up. On August 1 when this order 
was issued by CAB, on that evening you made up your mind that you 
could invest $2,500 in Northwest stock ; is that correct ‘ 

Mr. Oxiver. That is correct. 

Mr. O’DonnewuL. Now, on August 2, you didn’t buy any stock? 

Mr. Oxtver. I tried to. 

Mr. O’Donnewu. You say you didn’t? 

Mr. Oxrver. I did not. 

Mr. O’Donnewu. Did you call Merrill Lynch to find out who had 
your account? 

Mr. Ottver. I did. 

Mr. O’Donnetu. Did you find out who had your account? 

Mr. Oxtver. I got some office over there and they thought it was 
Mr. Foster. 

Mr. O’Donnett. Did you try to place an order on the 2d? 

Mr. Oxrtver. I think they tried to get me transferred to him and his 
line was busy and I tried to call him again and his line was busy, and 
at that time it was almost near the end of the day and I decided to 
wait until the next day. 

Mr. O’DonneE LL. So that as of the 2d, you hadn’t placed any order? 

Mr. Oxtver. No, sir. 

Mr. O’Donnetx. On the 3d, at approximately 9:30 in the morning, 
you went in and you saw Mr. Foster; is that correct ? 

Mr. Ottver. Yes, sir. 

Mr. O’Donnetx. Did you ask him if he handled your account ? 

Mr. Oxtver. I did. 

Mr. O’Donnett. Did he acknowledge that he did? 

Mr. Ottver. Well, at first he didn’t, and then he went over and 
looked over some records, in some other room, and he came back 
and he said—I am not sure whether he said that he had my account 
or he would just handle my order for me. 

Mr. O’Donnett. What did you say to Mr. Foster regarding your 
purchase of stock ? 

Mr. Oxiver. Well, in substance, I can’t give you the exact words, 
but that I had $2,500 that I desired to invest in Northwest stock. 

Mr. O’DonneEtt. On a margin basis? 

Mr. Ottver. Yes, sir. 

Mr. O’Donnett. What was the margin as far as you knew at that 
time? 

Mr. Ottver. I had a misunderstanding at that time, and I thought 
it was 75 percent, and I found out several days later it was 70. 

Mr, O’Donnett. Did Mr. Foster estimate on the basis of figuring 
out how much stock he should purchase on the basis of this margin 
of $2,500? 

Mr. Oxrver. He came up with a figure of $2,700. 

Mr. O’Donnetu. He came up with a figure of what? 

Mr. Oxtver. $2,700. 

Mr. O’Donnew.. Did you question that figure ? 

Mr. Oxtver. I don’t know whether I questioned it or not, but the 
process of thinking that I went through was that that covered 200 
shares, or I thought he had gotten up to that figure to avoid the odd-lot 
problem because you get charged an eighth or something like that if 
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you don’t deal in even hundred shares. I just went through a quick 
calculation. 

Senator Jackson. Does that apply if you buy over 100? 

Mr. Ontver. I think so, Senator, but I am not an authority on it 
and I couldn’t swear to it, but I thought it did. 

Mr. O’DonnELL. Did you know that it did? 

Mr. Ontver. I thought it did, Mr. O’Donnell. You asked me if I 
know that it did, and I can’t say that I knew it did, but I thought 
it did. 

Mr. O’Donnett. What was the listing for Northwest stock on the 
2d, as you knew it; on the 3d? 

Mr. Ontver. W ell, I had actually—a few days back I had seen in a 
trade publication a list of airline prices and it had Northwest listed 
ata little better than $17. 

Mr. O’Donnetx. Did you know from looking at a commercial 
periodical on the 2d what the exact price of the stock was? 

Mr. Ottver. No; I did not, sir. The only knowledge I had of the 
price was what I had seen several days back, and I couldn’t be exact 
how far back it was. 

Mr. O’Donneww. Did you have any discussion with Mr. Foster 
concerning a margin ¢ 

Mr. Oniver. I did. 

Mr. O’DonneEtt. What was it? 

Mr. Ontver. I asked if I had one, and he checked in some more 
records and he said he couldn’t find it, and I sheuld sign a new one. 

Mr. a Did he give you the new card at that time? 

Mr. Oniver. I don’t believe so, and at that point I had been in 
there substantially longer than I thought it was going to take to get 
the whole transaction consummated, and I was in a hurry to get 
through and get to my office at that point. 

Mr. O’Donnett. So you didn’t execute a new margin card ? 

Mr. Oxtver. Not to my knowledge. 

Mr. O’DonneELL. Was a new margin car proffered to you? 

Mr. Oxtver. I don’t believe so, sir. 

Mr. O’Donneww. Did Mr. Foster tell you that you had purchased 
or he had entered a purchase for you for Northeast stock? 

Mr. Ottver. Not to my recollection. 

Mr. O’Donneti. Did he advise you that he had made a purchase 
for you of Northwest stock ? 

Mr. Ottver. Well, no, sir. I don’t recall that. I had assumed, or 
actually I hadn’t realized there was any question involved at that 
juncture. 

Mr. O’Donnett. Did you tell Mr. Foster that you did not want to 
be called by 6 with regard to the execution of the stock? 

Mr. Ouiver. I did, sir. 

Mr. O’DonneLt. Why? 

Mr. Oxtver. Well, for two reasons: First, we have a very difficult 
telephone problem in our office on incoming calls, and I make every 
effort to avoid having any personal calls come in on the incoming 
phone. If I have them outgoing, I can control them myself; and the 
second reason, and probably the most important, is that I just prefer 
not to be called by a customers’ man from a brokerage house. 

Mr. O’Donnei. Why not ? 








44 LEAKS OF CAB DECISION OF AUGUST 2, 1956 


Mr. Onaver. I have had calls in the past about whether I was 
interested in road bonds, and various new issues, and things that come 
up, and I just preferred not to get those calls. 

Senator Jackson. In this case you were dealing with your own 
personal investment, and an investment that you had made. “Wouldn’t 
you want to know? 

Mr. Ontver. What I told Mr. Foster was I was going to call him 
back, which I did. 

Mr. O’DonneELL. When did you call Mr. Foster back ? 

Mr. Oxiver. Some time during the morning. 

Mr. O’Donnett. What did you ask Mr. Foster? 

Mr. Oxtver. I told him who I was, and asked him if my order had 
been executed, and he said it had, and in addition to which the stock 
was active and I think he said it was up a point and a half. 

Mr. O’Donnet. Did he mention the name of the stock to you ¢ 

Mr. Ottver. Not to my recollection, sir. 

Mr. O’Donnetx. You had a busy morning lined up, did you not? 

Mr. Ottver. I was busy; yes, sir. 

Mr. O’Donnext. Is that one of the reasons that you left Mr. Fos- 
ter when you were with him, because of your business commitments ? 

Mr. Oxiver. I don’t understand your question. 

Mr. O’Donnett. When you were with Mr. Foster in the morn- 
in , at Merrill Lynch, you became irked because you had spent quite 
a bit of time with him. How much time would you estimate you 
spent with Mz. Foster ¢ 

Mr. Ottver. I couldn’t be sure, but I thought it was a lot more 
than what it took to get that done. 

Mr. O’Donnet. But approximately. 

Mr. Ottver. I would say possibly 8 minutes or so. 

Mr. O’Donnetit. And you went over to your office then to meet 
your commitments for the day ? 

Mr. Ottver. Yes, sir. 

Mr. O’Donnext. What was your first commitment in the morning ? 

Mr. Ottver. The first commitment was getting out an opinion 
letter in an SEC case I was handling. 

Mr. O’Donnett. Was this the first thing you did in the office 
that day ? 

Mr. Ottver. Well, I can’t swear to that, Mr. O'Donnell. It was 
the main thing that I had to do that morning. 

Mr. O’Donnett. Did you have any interviews on the morning of 
the 3d of August in your office ? 

Mr. Outver. Well, I have some recollection that Mr. Griffith came 
by for about 10 minutes. 

Mr. O’Donnett. What did you and Mr. Griffith talk about? 

Mr. Otiver. Mr. Griffith was about as upset that morning as he 
had been the night before and he was just commiserating about how 
awful it was going to be if it turned out that the Board failed to 
give Delta the New York-Florida route. 

Mr. O’DonneE tt. So that as of this moment, early in the morning, 
you were well aware of the New York to F lorida run, were you not ? 
You had discussed the Florida run with Griffith in your office ? 

Mr. Oxiver. We had discussed the incident the night before. 

Mr. O’Donnett. I am talking about the morning of the 3d, in 
your office. 
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Mr. Otiver. Yes, sir. 

Mr. O’Donnetu. He was in your office 

Mr. Ottver. Yes, sir. 

Mr. O’Donnetu. The fact of the award was and had to be in your 
mind at that moment ¢ 

Mr. Outver. Well, it was very much in my mind. There is no 
question about that, Mr. O’Donnell. I was very much heckled by the 
call that I had the night before, and I had Northeast on my mind. 

Mr. O’Donnext. During the morning you prepared a complicated 
legal letter going to another firm ¢ 

Mr. Oxiver. ‘hat is right. 

Mr. O’DonneELL. You called Mr. Foster about 11: 304 

Mr. Ouiver. I couldn’t swear to what time it was. It was sometime 
during the morning. 

Mr. O’Donneti. Did the fact that he had indicated the stock was 
up a point create any particular interest / 

Mr. Oxitver. No; it made me curious for the moment that I had to be 
curious right then, and I wondered why Northeast was up. 

Mr. O’Donneut. But you did not give any further consideration 
to it 

Mr. Otiver. Not until I got at lunch and I started thinking about it 
some more. 

Mr. O’DonNneELL. When did you have lunch ¢ 

Mr. Outver. Well, for the life of me, 1 couldn’t give you the exact 
hour, but I think it was late. 

Mr. O’DonneEtL. What do you mean by late? 

Mr. Outver. One o’clock ; and it may have been later than that. 

Mr. O’Donneut. Where did you have lunch ¢ 

Mr. Oxtver. At the Washington Hotel. 

Mr. O’DonneEtL. With whom / 

Mr. Ouiver. By myself. 

Mr. O’Donneti. Did you think about this particular 1 point that 
Northwest had taken while you were alone having lunch 4 
Mr. Oxiver. I started wondering what would account for the activity 
in it. 

Mr. O’DonNELL. What did you do at the termination of lunch ? 

Mr. Ouiver. Well, as 1 was walking out, 1 went into a brokerage 
house just off the lobby of the Washington Hotel. 

Mr. O’Donnewi. What did you do in there / 

Mr. Ouiver. I went in there and I leaned over the shoulder of one 
of the customers they had in there, and I didn’t know any of the 
people in there, but I eat lunch at the Washington every so often and 
on some occasions, just since it was so handy, 1 walked in to see what 
Was going on. 

On this day I walked in and asked and said that I understood there 
Was some activity in Northwest, and how much was it up. And in 
substance 1 was told that they hadn't seen any activity in Northwest 
but had heard about some in Northeast. 

Mr. O’Donnevit. Was that the extent of the conversation ? 

Mr. Oxtver. In substance; yes. 

Mr. O’DonneEtL. Do you know who you talked to? 

Mr. Oxtver. No, sir. 
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Mr. O’Donnetxt. Did you go back and attempt to find out who you 
talked to ? 

Mr. Ortver. At Mr. Duffy’s request I went back and I spent a fair 
amount of time trying to find out, and that was in October. 

Mr. O’DonneEti. Do you remember what part of the room, as I 
understand there are quite a few men in the place, and which section 
of the room it was ? 

Mr. Oxtver. I think there were some people in the back of the room, 
probably in the last tier, and I went and talked to about three of 
them that I thought were the ones that I might possibly have talked to. 

Mr. O’DonneEtt. Do you know whether you approached a man 
or a woman ? 

Mr. Ottver. I think it was a man. 

Mr. O’DonneELL. Are you sure it was a man? 

Mr. Ottver. I think so, Mr. O’Donnell. 

Mr. O’DonNELL. But you cannot be sure ? 

Mr. Ortver. I believe it was a man. 

Mr. O’Donnett. What did you do after you found out that North- 
east was active and not Northwest? 

Mr. Ottver. Well, I got worried about the information that T 
thought I had gotten over the phone from Mr. Foster. I went back up 
the street and stopped by my office for a few minutes, and then I 
went over to see Mr. Foster. It was to inquire about it, and I asked 
him what stock had been purchased. 

Mr. O’Donnett. What did he say? 

Mr. Ontver. He said he had purchased Northeast. 

Mr. O’DonneELL. How much stock did he purchase ? 

Mr. Ontver. 400 shares. That had come out to the $2,700 figure. 

Mr. O’DonneEti. What was the gross amount of that particular pur- 
chase? Do you remember? 

Mr. Oxutver. I don’t know, sir. 

Mr. O’Donnetx. What did you tell Mr. Foster? 

Mr. Otntver. I told him that there had been a mistake, that I 
thought I had told him I wanted to buy Northwest stock. 

Mr. O’Donneti. Did you tell him that he had made an error? 

Mr. Oxtver. Well, I don’t just actually remember whether I told him 
he had made the error, or whether he had misunderstood me, or what. 
But the point I did try to get across was that a mistake had been made 
in the order in buying Northeast instead of Northwest stock. 

Mr. O’Donnett. Is it not entirely possible that where you had 
Northeast on your mind as a result of the telephone call the previous 
evening, that you ordered Northeast stock ? 

Mr. Ottver. It is possible, but I don’t believe that happened, but 
it is a possibility, and when we get down a little bit further in a 
meeting I later had with their manager, I would like to state what I 
told him. 

Senator Jackson. Mr. Oliver, why should you be disturbed about 
the stock going up. You said you were disturbed and you decided to 
go in and look, and you heard from Mr. Foster at your 11 o’clock 
point that it was up a point. Why should that disturb you? 

Mr. Ottver. It didn’t disturb me. The thing is I am in this busi- 
ness and I didn’t know anything that would make Northwest stock 
go up a point and a half. 
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Senator Jackson. So you decided that you ought to inquire into it? 

Mr. Outver. That is right, and when I w ent and stopped in that 
place after lunch, and at that time learned that there was no activity 
in Northwest, but had been some in Northeast, I got concerned that 
there was something wrong. 

Senator Jackson. You are sure, Mr. Oliver, that you did not buy 
this in Northeast and then got disturbed over the possible ethics of 
the situation, buying stock in an airline that had just won or was 
given an award over your client ? 

Mr. Oiver. I am positive of that, Senator. 

Senator Jackson. You are sure ‘of that. There is nothing wrong 
in your buying stock, and there is nothing illegal, and we are trying 
to get at the facts of the situation so that we can determine whether 
there ought to be legislation dealing with these leaks. 

Now you have a right to buy stock, but I am disturbed by your 
testimony. 

Mr. Oniver. Senator, let me go and finish the sequence of events 
here, and I think that you will have a better understanding of it. 

Mr. O’Donneti. W ell, Mr. Oliver, as I recall what you have stated, 
after you had lunch in the W ashington Hotel, you went back to your 
offices. 

Mr. Oxiver. For a few minutes. 

Mr. O’Donneti. And then you went over to Merrill Lynch and 
talked to Mr. Foster ¢ 

Mr. Oniver. That is right. 

Mr. O’DoNNELL, Why didn’t you call Mr. Foster from your office ? 
Wouldn't that have been faster ? 

Mr. Oxiver. It might have been. 

Mr. O’DonneELL. And you went over where apparently you are not 
in the habit of going over to Merrill Lynch. 

Mr. Outver. I don’t know why. I just decided to go over there. 

Mr. O'Donnett. When you talked to Mr. Foster, did you tell him 
to sell the Northeast stock that he had purchased ? 

Mr. Oniver. I don’t know what I told him, and I told him what I 
would like to do is get the thing corrected, and have the Northeast 
stock disposed of and have him buy the Northwest stock. 

Mr. O°Donnevi.. Did you tell him how much Northwest stock to 
uy! 

Mr. Oniver. I think what I told him was the same thing that I told 
him in the morning, was that I had $2,500 and I wanted him to work 
out an order on Northwest stock that would approximate $2,500. 

Mr. O’Donnett. Did you know that he had purchased for you that 
afternoon 200 shares of Northwest stock ? 

Mr. Oniver. I didn’t know that until the next morning. And then 
I got some slips in the mail. 

Mr. O’Donneti. How long were you with Mr. Foster this time? 

Mr. Ouiver. Five minutes, probably. 

Mr. O’DonneEtL. What did you do about the profit that had been 
made on the Northeast Airlines stock ? 

Mr. Ortver. Well, when I discovered that the Northeast stock had 
been purchased instead of the Northwest stock, and that there had 
been an increase in the Northeast stock in the price, I felt that I would 
prefer not that there was anything illegal about it, but that I would 
prefer not to accept profit even in a mistaken transaction from a stock 
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in a company that had a conflict of interest with a client in our office, 
and even though I did not handle the account of the client in our 
office. 

Mr. O’Donnett. What did you do about this stock in your name? 

Mr. Oxtver. What I did, I decided that I ought to go to see the 
manager. 

Mr. O’Donnetv. Did you go see him ? 

Mr. Oxtver. 1 went back to his office, and either he was out or he 
was busy, at that time. 

Mr. O’DonneEtL. Excuse me, this is on the third ¢ 

Mr. Oxtver. Right after I left Mr. Foster. At that point I had a 
meeting that I had to attend at the Air Transport Association, and 
I went to that meeting. 

Mr. O’Donneti. You did not see the resident manager of Merrill 
Lynch on that day ¢ 

Mr. Ottver. No, but as I came back and walked past the place, I 
looked in and inquired, and he had left for the day, I think they said. 

Mr. O’Donnett. When did you see the resident manager / 

Mr. Ottver. They are closed on Saturday and I went back to see 
him on Monday. 

Mr. O’Donneti. What did you tell him ? 

Mr. Ottver. I told him about this mistake that had been made. 
And also, that for the reasons why I thought I would prefer not to 
accept the profit that had been made on the mistaken transaction. 

Mr. O’DonNELL. Specifically, what did you tell him as to the reason 
for your not accepting the profit made on this Northeast stock ? 

Mr. Ottver. I told him that our firm represented a client that had 
conflicts of interest with Northeast, and that I would feel better 
if I did not accept any profit from the mistaken transaction for that 
reason. 

(At this point Senator Symington entered the hearing room.) 

(At this point also, Senator Revercomb withdrew from the hearing 
room. ) 

Mr. O’Donnetx. Did you tell him that you were representing a firm 
that had a case against Northeast ¢ 

Mr. Outver. I may have. 

Mr. O’Donnett. Did you tell him that you owned or had owned 
Northwest stock ? 

Mr. Ottver. I don’t recall that I did. 

Mr. O’Donnett. Did you or didn’t you? 

Mr. Ottver. I don’t believe I did. 

Mr. O’DonNELL. You never owned any, did you ? 

Mr. Oxtver. I don’t think that I did. 

Mr. O’Donnetu. Is there any reason for you making any such 
statement ? 

Mr. Outver. Not that I can recall. 

Mr. O’Donnett. Then, did you make such a statement? 

Mr. Ontver. I would say not. Do you want me to continue on with 
the conversation that I had ? 

Mr. O’DonneEt. Go ahead. 

Mr. Ottver. I was in somewhat of a dilemma in one sense, in that 
I thought in order to be fair with this gentleman, that I first had an 
impulse to tell him about the call I had the night ‘before and the fact 
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that when I came in there on the morning of the 3d I had this problem 
of Northeast on my mind but I thought that it would be i improper for 
me to pass that information along to any brokerage house, but what 
I did say in order to be as candid as I could, was that when I had come 
in there the morning of the 3d to buy this Northwest stock, that a 
matter had come up which had caused me very much to have North- 
east Airlines on my mind, and there was some possibility that I might 
have made the mistake myself. But I didn’t think that had hap- 
pened. 

But I felt that I had to go that far to indicate that it might pos- 
sibly have been my mistake. 

Mr. O’Donnetu. Did you execute a new margin card with the resi- 
dent manager, who is Mr. Hunter? 

Mr. Otiver. No, sir. I did it with I think Mr. Casher’s office. 

Mr. O’Donneti. On what date? 

Mr. Ontver. On the same day I was in there to see him, which I 
believe was August 6. 

Mr. O’Doneti. Were you in Merrill Lynch’s offices any time after 
the 6th ? 

Mr. Ontver. I believe I was in there once after that. 

Mr. O’DonneEtt. Do you recall when that was? 

Mr. Ontver. No, sir. 

Mr. O’DonEtt. Do you know why you were in there ? 

Mr. Ottver. I think to look to see what the ticker was doing. 

Mr. O’Donnett. Do you recall whether on this particular time that 
you were in, you exec uted a margin card at that time, instead of on 
the 6th ? 

Mr. Ottver. My recollection, sir, is that I executed the margin card 
on the 6th, which was the date I paid for the Northwest stock. 

Mr. O’Donneti. Well, Mr. Chairman, I have here a photostatic 
copy of the margin card which shows that it was executed on August 
10, 1956, by Robert Oliver, and I would like to have it put in as an 
exhibit. 

Senator Jackson. It will be included as exhibit No. 10. 

(The document referred to was marked “Exhibit No, 10” for refer- 
ence and will be found in the appendix on p. 231.) 

Senator Jackson. Mr. Oliver, would you took at that. It is a pho- 
tostat, and indicate whether or not that is your signature. That is 
referring to exhibit 10 now. 

Mr. Oxtver. That is my signature, and I am just at a loss to know 
why it is the 10th. I could be mistaken, but I gave you the most 
truthful answer I could. 

Mr. O’Donnett. Now, during the day of August 3, did you talk to 
anyone on the telephone concerning the activity in the Northeast 
stock ¢ 

Mr. Oxtver. Not that I remember, although later in the day I have 
some recollection of having a conversation with Mr. Griffith, where 
he may have mentioned it. 

Mr. O’Donnein. Did you not think that being an attorney for 
Delta Air Lines, that you should have made some inquiry as to North- 

“ast’s stock, based on vour phone call the previous night ? 

Mr. Onitver. Well, the actual fact was, Mr. O’Donnell. I was so 
busy that it just didn’t occur to me, and I did not. I did not make 
any inquiry about it, but I do have a recollection of having a conver- 
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sation with Mr. Griffith later in the day, and I think near the end of 
the day, where he mentioned something about it. 

Mr. O’Donnewt. Mr. Oliver, why did you tell Mr. Griffith not to 
divulge your name to a staff member of this committee at the time he 
was first interviewed ? 

Mr. Oxtver. Well, sir, I didn’t do that; Mr. Pogue made that deci- 
sion, on behalf of our firm. 

Senator Symineron. What decision was that? 

Mr. Oxtver. That was a question had come up as to divulging the 
source of information that Mr. Griffith had, and I think the thing 
that Mr. Pogue is head of our firm, and he made that decision. I 
think one of the things that troubled him, and there is another inci- 
dent that I haven’t told you about relating to this phone call on the 
night of August 2, and perhaps I should tell you about it. 

Senator Symrneron. I am sorry I was late, but I had another hear- 
ing in the Joint Committee of the Interior and Public Works Com- 
mittees on the Missouri River Basin. 

I would like to ask the witness, You still don’t know who called you 
up on August 2? 

Mr. Ottver. I do not. 

Senator Symineron. Was it a girl, or was it a man ? 

Mr. Ottver. It was a man. 

Senator Symineron. And what did he say when he talked to you? 

Mr. Ontver. He asked what office it was, and who was on the phone, 
and then in substance said that we would be interested to know that 
the Board had had a meeting that night, and awarded the New York- 
Florida route to Northeast Airlines. 

Senator Symrneron. Then you say that you had a talk with Mr. 
Pogue, and that Mr. Pogue advised you to call Mr. Griffith and advise 
him of the decision. What decision ? 

Mr. Ottver. He told me to call Mr. Griffith and tell him of the 
phone call that I had received. 

Senator Syminetron. Not of the decision of the Board ? 

Mr. Ontver. All we knew, Senator, was what had come over the 
phone in that message. 

Senator Symrneron. Did you believe what he said? 

Mr. Oniver. I don’t know how I felt about it. I was very per- 
turbed. It might be correct. 

Senator Symrneron. Why were you perturbed ? 

Mr. Otitver. That was an important case, Senator, and we were 
representing a competing applicant, and the loss of that case was a 
serious setback. 

Senator Symrneron. But in order to sort of reduce your perturbity, 
you decided you would go buy a little Northeast stock; is that right? 

Mr. Ottver. No, Senator, I didn’t do that. It was nothing illegal 
about me, if I wanted to do it. 

Senator Symrncron. I didn’t say it was illegal. I am just trying to 
trace the events. Why did you buy any stock that morning? 

Mr. Oxtver. There has been a long explanation, and I bought the 
Northwest stock because I had a substantial amount of stock in an- 
other airline, and I thought there might be possibly a merger. 

Senator Symineron. The buying and selling of the Northwest stock 
or any stock had nothing to do with the anonymous telephone call ? 
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Mr. Ottver. Nothing at all, except the only relationship is the fact, 
and I will concede, that on the morning of the 3d I was still power- 
fully heckled and apprehensive about the call that I had gotten on the 
night of the 2d, and it is conceivable that with that on my mind, 
and intending to buy Northwest, I may have said Northwest. 

Senator Symineron. Did you answer the phone that night yourself ? 

Mr. Oxtver. I did. 

Senator Symrneron. What happened then ? 

Mr. Oxiver. The first thing was to ask if it was the office of Pogue & 
Neil, and then who was on the phone. 

Senator Symineron. Don’t you have a switchboard there? 

Mr. Ottver. No, sir; we have one of these dial systems, with four 
lines that come into it. You can take each telephone as sort of a 
switchboard in itself. 

Senator Symineron. And you said, “Hello,” and he said what ? 

Mr. Ottver. And he asked if it was the office of Pogue & Neil. 

Senator Symrneron. And you said what ? 

Mr. Otiver. I did, and he asked who was on the phone, and I told 
him. 

Senator Symrneron. What did he say ? 

Mr. Oxtver. And he said that we would be interested to know that 
the Board had had that meeting that night, and had awarded the New 
York-Florida route to Northeast Airlines. 

Senator Symineron. Did he say it sarcastically or was he disap- 
pointed, or how do you think he felt about it? 

Mr. Ottver. I couldn’t tell. 

Senator Symrneron. Did you say “Who is this” ? 

Mr. Oniver. I started to say who was this, and the phone was hung 
up on me. 

Senator Symineron. He just told you and that is all you know? 

Mr. Oxtver. That is all I know, except one other incident, I should 
tell the committee about, and I have told Mr. O’Donnell. 

But that decision came out at the end of September and on the fifth 
of November we filed a very strong petition to reconsider that de- 
cision, on behalf of Delta. Three ‘days after we filed that petition 
to reconsider, which was on November 8, my phone rang and I will 
just tell you in substance what was said in this phone call to me 

Senator Symineron. This is another anonymous phone call? 

Mr. Ottver. This one was not. 

Senator SymineTon. What has that got to do with the other? 

Mr. Ontver. You will have to wait for me to tell you, Senator, and 
then you will see. 

In this conversation on November 8, the party said that his name 
was Clark Mollenhoff, M-o-1l-]-e-n-h-o-f-f, which I have since learned 
is the spelling, and that he had information that a call had come into 
our office on the night of August 2 telling us what the decision was, 
and asked if we had any comment to make for the press. And I told 
him that the case was still in an active stage and that we could not 
make any comment on it, and then he followed up with one other 
thing that I remember quite clearly, and he said, “Well, don’t mis- 
understand me, I have definite information that a call came into your 
office on the night of August 2. Now on the basis I know what I am 

talking about, don’t you have some statement to make for the press?” 
And Is said, “None whatever.” 
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Senator Symrneron. You wouldn’t be afraid or ashamed or worried 
about saying that you had or had not had an anonymous call. Why 
wouldn’t you make a statement and say that is right ? 

Mr. Ortver. Well, Senator, you get back to one other thing. These 
cases are very highly competitive cases. 

ee Syareron. What has that got to do with an anonymous 

ca 

Mr. Oxtver. What I am getting at, I think that Mr. Pogue and I 
shared his apprehension, that this call that had come in to us might 
have been a plant to get a leak fastened on to Delta, which would be 
tried to be used in some way adverse to Delta in the outcome of that 
case. 

Senator Symtneton. But you knew all about that when the man 
called you in November. 

Mr. Ottver. Sir? 

Senator Symrneron. You knew all about that when the man called 
you in November. 

Mr. Ottver. The significant thing about the November call is that 
it came 3 days after we had filed a petition to reconsider. 

Senator Symrneron. My point is that you knew Delta had lost in 
September, and you did not want to use the anonymous call for that. 
Mr. Oxtver. No; but we were trying to get it reversed, Senator. 

Senator Symrncron. Why would you object to saying that you had 
a call in August or September, in November ? 

Mr. Ontver. Because if we got written up in the papers that a leak 
had gone or had come in to our office on the case, that could have had 
an adverse effect on action taken on the petition to reconsider that 
we had filed only 3 days before. 

Incidentally, that is a factor, this problem worried Mr. Pogue, was 
one of the considerations he had in mind in this business of giving 
information about the call that had come in on August 2 and the 
fact we had called Mr. Griffith. 

Senator Jackson. If all of this worried Mr. Pogue, why did you 
not disclose to Mr. Pogue what had happened in connection with 
your purchase of stock ? 

Mr. Ottver. Well, Senator, I can only answer you one way, which 
is just truthful. I was very much embarrassed by the coincidence, 
between the call that I got on August 2 and this mistake which had 
been made in the stock transaction on August 3. 

Senator Jackson. When did you tell Mr. Pogue that ? 

Mr. Oniver. Actually I hadn’t thought much about it until T learned 
that there was going to be a grand-jury investigation, and at that 
point it occurred to me that the thing was assuming, this question of 
what transactions had taken place in Northeast stock was getting to 
be a matter of sufficient moment that I should go and tell Mr. Pogue, 
which I did. I also went and told Mr. Griffith. 

Senator Jackson. When was that? 

Mr. Ottver. About the time, I think it was shortly before the 
grand jury session. 

Senator Jackson. Did you tell the grand jury about what you did 
on the stock? 

Mr. Ortver. I was not asked any questions. I was asked in the 
grand jury as to whether I owned Northeast stock. 

Senator Jackson. What did you tell them ? 
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Mr. Oxtver. I told him that I did not own any. 

Senator Jackson. Did you not think that a fair answer to that 
question, that you did own stock by mistake, or momentarily, would 
corroborate your testimony that you have given here? 

Mr. Oxtver. Senator, I do not feel that I have ever owned North- 
east stock. 

Senator Jackson. Don’t you feel—you are a lawyer now, and I 
resume a responsible one—don’t you feel that you had a responsi- 
falar of telling the grand jury that through a mistake then your 
name appeared as an owner for a short per: iod of time? You know 
that the Securities and Exchange Commission would have a record 
of that. 

Mr. Otiver. Well, Senator, I didn’t feel then, and I don’t feel now, 
that under the circumstances of what happened, that I was an owner 
of Northeast stock. 

Senator Jackson. Don’t you feel, then, that you had an obligation 
to relate what happened with reference to the Northeast Airlines 
stock as far as it concerned you on August 3, 1956? 

Mr. Ottver. Well, Senator, let me answer you this way 

Senator Jackson. That is a fair question. 

Mr. Ouiver. May I answer you this way: I was not interviewed 
by the Department of Justice and I was given a subpena and put in 
a witness chair. I felt—— 

Senator Jackson. Are you always interviewed before you are 
hauled before a grand jury / 

Mr. Ottver. | believe in these cases they were interviewing people, 
but I didn’t get interviewed. 

Senator Jackson. Is there any reason nevertheless why you should 
not have given that information to the grand jury ? 

Mr. Otiver. Well, Senator, I felt my obligation was to answer 
truthfully the questions I was asked before the ; grand jury, and I did 
that, to the best of my ability. 

Senator Jackson. And you feel that the answer you gave, not 
mentioning this incident which appears of record, that you did order 
this stock, you feel that you had no obligation .in response to that 
question put to you in the grand jury to tell about this incident ? 

Mr. Ontver. There i is one thing that I think that I should mention 
here, and that is after I took this matter up with the manager at 
Merrill Lynch, it was ruled that the transaction had been a mistake 
and I received a letter from them to that effect, and the thing was 

canceled in my account, and I considered that based on the ruling 
that had been made made that the transaction ac tually in the legal 
sense had a status as though it had never taken place, 

Senator Jackson. All right, you did not tell the grand jury. Did 
you not feel that you had an obligation at least: within your own law 
firm to relate this? You knew asa lawyer this was going to come 
out. 

Mr. Ourver. What I did, when this thing got to the point, I got the 
information that there was going to be a grand jury investigation, 
and it was at that time that I focused on the fact that this could be a 
matter that could be inquired into, and I should tell Mr. Pogue. 

Senator Jackson. You felt it took a grand jury investigation be- 
fore you would reveal what went on to the partner in your own law 
firm? 
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Mr. Outver. Well, I wouldn’t put it that way. 

Senator Jackson. What other inference can we draw? Here you 
have a close relationship in your own law firm and should it require 
that kind of a situation before you even discuss it with a partner? 

Mr. Oniver. Senator, I would be a lot less than honest if I didn’t 
tell you that I think it would have been better judgment for me to 
tell him right at the outset. 

Senator Jackson. Was Mr. Pogue disturbed when you told him 
about this? 

Mr. Ottver. Mr. Pogue was disturbed that I had not told him 
earlier; yes, sir. 

Mr. Jutrana. When Mr. Duffy of the staff of this committee first 
interviewed you, had you appeared before the grand jury at that 
time ? 

Mr. Ottver. I had. 

Mr. Juni1ana. You had ? 

Mr. Oxtver. Yes, sir. 

Mr. Juctana. Isn't it a fact that one of the main reasons you told 
Mr. Pogue about this stock transaction of yours was the fact that 
this committee was investigating it and Mr. Duffy had interviewed 
you? Didn’t that have some bearing on your telling Mr. Pogue? 

Mr. Oxiver. I don’t believe so, Mr. Juliana. I think that I told Mr. 
Pogue before I had ever heard from Mr. Duffy. I am certain of that. 

Senator Jackson. There is one other matter. On the afternoon 
or during the day after you purchased the stock on August 3, did you 
discuss this matter with anyone in the city, about the ethics of your 
owning Northeast Airlines as it turned out, when you went over to 
check with Merrill Lynch ? 

Mr. Oxtver. I don’t recall that I discussed it with anybody, although 
the only flash 

Senator Jackson. Were you not quite disturbed that day on reflec- 
tion, and on further thought that maybe this could be a very embar- 

rassing thing to your law firm, and therefore you should get out from 
under it? Is it not also a fact that duri ing that day there was a strong 
rumor all around the city that there had been a big leak, while the 
stock market was open, there had been a big leak, and that was the 
reason why the stock was active ? 

Mr. Oxiver. I assumed that is the reason it was active but one thing 
Lam certain of 

Senator Jackson. You had not heard about any rumor around town 
or any discussion around town about a leak on Northeast that caused 
people to discuss the market price of Northeast Airlines on that date? 

Mr. Otxtver. I don’t recall, although I think at this meeting that I 
went to in the afternoon of August 3, I have some recollection of some 
reference being made there to the thing having leaked. 

Senator Jackson. And that there was considerable interest in 
Northeast Airlines, and that there was some indication that there must 
have been a leak or otherwise there was no reason for the stock suddenly 
surging upward bceause there had been no public announcement about 
it ? 

Mr. Ottver. I think it was pretty generally thought that some kind 
of a leak had caused the stock to go up. 

Senator Jackson. And then did you not begin to wonder about your 
situation, owning Northeast Airlines stock and being a member of a 
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law firm that was representing Delta Air Lines, a competitor for the 
application, as to the ethics of that position? Is that not what caused 
you to go back ? 

Mr. Otiver. No, Senator, what disturbed me was when I heard this 
mistake had been made, I was very genuinely disturbed about that to 
the point where I felt that I didn’t want to accept the profit even in 
a mistaken transaction. 

Mr. O’Donnewu. At the time you were first interviewed by Mr. 
Duffy of this staff, you refused to give him the name of the Northwest 
stock that you had purchased on the basis of a lawyer-client relation- 
ship; is that right? 

Mr. Outver. In essence; yes. That is right. 

Mr. O’DonneLt. Was that true or false? 

Mr. Otiver. I think it is true. 

Mr. O’Donneti. On what basis? 

Mr. Oxtver. Well, I was disturbed in just volunteering in an inter- 
view the facts that you told me had to be brought out here. 

Mr. O’DoNNELL. Now your firm does not represent Northwest in 
any way? 

Mr. Oxtver. We do not. 

Mr. O’DonnELL. Where do you get the attorney-client relationship? 

Mr. Ouiver. Well, this is a matter, and these reasons which caused 
me to buy the Northwest stock involved things that I was thinking in 
my own mind about a client of ours. 

Senator Jackson. You are not employed as a counsel for that pur- 
pose and the privilege would not extend. 

Mr. Outver. I think probably I was mistaken in thinking that there 
was a lawyer-client relationship. 

Senator Symrneron. You kept on thinking Northeast was North- 
west and Northwest was Northeast. Do you represent the South- 
eastern Airline Co. ? 

Mr. Outver. No, sir. 

Senator Jackson. You knew as a lawyer that the privilege would 
not extend in this case. You were not hired as counsel for the Alaska 
Airlines to deal with this specific situation in which you were claim- 
ing a privilege, is that not right ? 

Mr. Outver. That is right. 

Senator Jackson. So how would the privilege be there? How 
could you claim the privilege ? 

Mr. Outver. I think probably I used the wrong choice of words in 
explaining. 

Senator Symincron. How would you explain it to him now? 

Mr. Ottver. Actually, I felt it was a matter that involved state- 
ments that I should not be just volunteering in regard to a client that 
we were representing. 

Senator Symineron. But you were not representing Northwest. 

Mr. Oxiver. I am thinking of Alaska Airlines, Senator. We were 
representing them. 

Senator Symineron. What did Alaska have to do with it ? 

Mr. Ottver. Because, the reason that I had given you, as to why I 
was interested in Northwest related to the possibilities involving 
Alaska Airlines. 

Senator Symineron. The word Northwest could mean Northwest 
Airlines or Alaska, is that right ? 
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Mr. Ottver. I am not saying that, sir; but it did involve Alaska 
Airlines. 

Senator Symineron. How ? 

Mr. Ottver. Because my interest in Northwest was because of a 
possibility of a merger between Alaska and Northwest. 

Senator Symineron. Is that why you bought the Northwest stock? 

Mr. Ottver. That is indeed, sir. That is why I was interested in it, 
in Northwest stock. 

Mr. O’Donnext. I would like to point that out that on exhibit 9 
which is the list of persons who purchased Northeast stock on 
August 3 

Senator Jackson. As supplied by the Securities and Exchange 
Commission. 

Mr. O’Donne Lt. Mr. Oliver’s name does not appear as a purchaser, 
because at the tail end of the letter on page 4 it states that 4 traders 
bought 500 and sold 1,100 and Merrill Lynch in error bought 400 
shares at 93/4, which it later sold at 1214. 

I have no further questions. 

Senator Jackson. Mr. Oliver, you may stand aside, and the Chair 
would like for you to remain in the room while we call the next witness. 

Senator Jackson. Mr. Foster and Mr. Hunter, will both of you 
come forward, please ? 

(Present at this point were Senators Jackson and Symington.) 

Senator Jackson. Do each of you solemnly swear that the testimony 

you are about the give will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Foster. I do. 

Mr. Hunter. I do. 


TESTIMONY OF FRANCIS C. HUNTER AND R. H. FOSTER 


Senator Jackson. Mr. Foster, your initials are what? 

Mr. Foster. Reginald H. Foster. 

Senator Jackson. And your residence is what ? 

Mr. Foster. 1600 Connecticut Avenue. 

Senator Jackson. You are in business in this city ? 

Mr. Foster. Yes. 

Senator Jackson. How long have you been in that business, in this 
city ? 

Mr. Fosrer. It will be 22 years this next December. 

Senator Jackson. You have been with that firm in this city ? 

Mr. Foster. Yes, sir. 

Senator Jackson. You have been here and heard the testimony this 
morning ? 

Mr. Foster. Yes, sir. 

Senator Jackson. And you were in the office on August 3? 

Mr. Fosrer. Yes, sir. 

Senator Jackson. 1956? 

Mr. Foster. Yes. 

Senator Jackson. And your name is what? 

Mr. Hunter. Francis C. Hunter, 3021 45th Street NW. 

Senator Jackson. Who are you with? 

Mr. Hunter. I am resident partner of Merrill Lynch, Pierce, 
Fenner & Beane. 
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Senator Jackson. How long have you been in that capacity ? 

Mr. Hunvrer. Nine years, as resident partner. 

Senator Jackson. And prior to that time? 

Mr. Hunter. I was with the predecessor firm of the combined firms 
of Merrill Lynch. 

Senator Jackson. You have been in the stock brokerage business 
for some time, then ? 

Mr. Hunter. Since 1928. 

Senator Jackson. And you were in the office on August 3, 1956 ? 

Mr. Hounrer. I was. ; 

Senator Jackson. You gentlemen are aware of the fact that you are 
entitled to counsel ? 

Mr. Hunter. Certainly, sir. 

Senator Jackson. Do you desire to proceed now without counsel ? 

Mr. Hun'rer. Certainly. 

Mr. Foster. Yes. 

Mr. O’Donne tt. Mr. Foster, on the morning of August 3, 1956, 
approximately at 9:30, did Mr. Oliver come into the firm of Merrill 
Lynch, and approach you? 

Mr. Fosrrer. Yes, sir. 

Mr. O’Donnetu. Did he at the same time tell you that he wanted to 
buy some stock and that he had $2,500 that he wanted to use to buy 
that stock ? 

Mr. Foster. He wanted to buy 400 shares of Northeast Airlines. 

Mr. O’Donne tu. Did he state specifically that he wanted to buy 400 
shares of Northeast Airlines ¢ 

Mr. Foster. Yes, sir. 

Mr. O’DonnELL. Did he, at that time, indicate to you that he wanted 
to buy Northeast Airlines stock on the basis of $2,500 that he had, on 
the basis of using margin ? 

Mr. Fosrrer. He gave me the order to buy 400 shares, and I placed 
the order. 

Mr. O’Donnetu. Do you have any recollection of him mentioning 
$2,500 to you ? 

Mr. Fosrrer. To the best of my knowledge, he didn’t. But some 
time he may have and he may not have. I don’t know. 

Mr. O’Donnetx. Did you check your records to see if he had an 
account with you? 

Mr. Fosrrer. Insofar as margin account goes, no; I did not. 

Mr. O’Donnetu. Did he have an account with Merrill Lynch ? 

Mr. Fosrrr. It was not an open account and it was very inactive. 

Mr. O’Donnexu. Did you check and find out if he had one? 

Mr. Foster. I don’t think so, other than the fact that I might have 
Jooked up his card, the record that we have of his address and so on. 

Mr. O’Donneti. Would that include whether or not he had a mar- 
gin on that card ? 

Mr. Fosrrer. No; the card would not show that. My own records 
would show that. I take that back. We do have a form that when a 
man opens an account we fill it out and it shows on the form at that 
time, generally speaking, whether he is going to open margin account 
or cash account. 

Mr. O’DonnetL. Did you specifically make any attempt to find 
out whether or not Mr. Oliver had a margin account? 
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Mr. Fosrrr. I can’t recall that, but my books show that he had a 
margin account. That is my records. 

Mr. O’DonneEtu. You do not recall whether or not you checked to 
find out whether he had a margin account ? 

Mr. Foster. No; you usually would go to the cashier’s department 
for that and I did not do that. 

Mr. O’Donne.u. Now, did you issue to him a margin card ? 

Mr. Foster. Several days later; yes, sir. 

Mr. O’Donneti. Did you personnally issue that margin card to 
hin ? 

Mr. Foster. I did. 

Mr. O’DonneEtt. Do you recall how you happened to issue that card 
to him ? 

Mr. Foster. No, sir; I do not. 

Mr. O’Donnett. At the time of tiie purchase of the 400 shares, did 
you tell Mr. Oliver you had purchased 400 shares of Northeast for 
him? 

Mr. Foster. Well, I tried to get him on the phone—— 

Mr. O’Donnett. I am sorry. At the time of the purchase, did you 
tell Mr. Oliver that you had made out an order for 400 shares of 
Northeast stock ? 

Mr. Foster. I am sure that I did because it is the usual procedure 
for a customer’s man, at least in our firm, to repeat the order after 
writing it. 

Mr. O’Donnett. So that normally, as far as you are concerned, he 
would have been advised by you that he had purchased Northeast 
stock ? 

Mr. Fosrrr. That he had placed an order to buy it, yes. 

Mr. O’Donneti. Now, normally, on an execution of an order, do 
you generally call up the client ? 

Mr. Fosrer. Generally, especially if there is great activity in a stock, 
and we try to give good. service and keep the. customer informed, as 

to what the stock is doing, and if the news is good, or adverse; that 
is how we keep our clients. 

Mr. O’Donnett. Did you attempt to contact Mr. Oliver ? 

Mr. Foster. I did. 

Mr. O’Donnetx. Did you contact Mr. Oliver? 

Mr. Foster. No, sir; I was unsuccesful. 

Mr. O’Donnetxi. Did Mr. Oliver at the time he was with you, indi- 
cate you should not call him up ? 

Mr. Foster. Well, I couldn’t say, sir; I don’t know. 

Mr. O’DonneEty. Well, if you called him—are you sure you called 
him ? 

Mr. Foster. Iam sure I called him; yes. 

Mr. O’DonneEtu. Would you have called him if he had told you not 
to call? 

Mr. Foster. I might in this particular case, because the market 
was so active and I was trying to give him good service. 

Mr. O’Donnett. Did Mr. Oliver call you during the daytime? 

Mr. Fosrrr. He may have. 

Mr. O’Donnett. Do you have any recollection that he did? 

Mr. Foster. No, sir, I don’t. 
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Mr. O’Donnett. Mr. Oliver has testified that at the time that he 
‘alled you, you told him that the stock market was up one point but 
did not mention the stock. Is that something that you would do? 

Mr. Foster. On an order of this kind, I would not just say that the 
stock was up. I would tell him what stock we bought and that par- 
ticular stock is up. 

Mr. O’DonneE LL. So that in the event you did talk to him, you defi- 
nitely would have advised him. 

Mr. Fosrrr. Absolutely. 

Mr. O’Donnetut. That Northeast stock had been purchased for his 
‘count, and was up so many points. 

Mr. Foster. Yes, sir. 

Senator Jackson. That is standard operating procedure / 

Mr. Foster. Yes, sir. 

Mr. O’Donnetu. Mr. Oliver came in to see you later in the after- 
noon ¢ 

Mr. Fosrer. Yes, sir. 

Mr. O’Donneti. Did Mr. Oliver tell you that an order be made in 
the purchase of Northeast stock ? 

Mr. Foster. Yes, sir, or words to that effect. He said he didn’t want 
to have anything to do with it, and that he wanted the thing canceled 
and sell the stock right away, and buy 200 shares of Northwest Air- 
lines, at the market. 

Mr. O’Donnett. Well, now, his 400 shares of Northeast Airlines 
that had been purchased in the morning amounted roughly to $3,900 ? 

Mr. Foster. Yes, sir. 

Mr. O’Donnetu. His purchase of 200 shares of Northwest was a 
little better than $3,300? 

Mr. Fosrer. Yes, sir. 

Mr. O’Donneti. How do you account for that difference ? 

Mr. Fosrrer. Well, the difference is in the price and the number of 
shares. 

Mr. O’Donnett. Did he ask you to figure out how much he should 
buy on margin in the morning when he bought the 400 shares ? 

Mr. Foster. I don’t think that he did. 

Senator Symineton. If he bought his stock in the morning and sold 
it in the afternoon and pays his commission, does he get a profit or 
a loss? 

Mr. Foster. He happened to have a sizable profit in this particular 
transaction. 

Senator Symincton. How much money did he make on the $3,500 
gross purchase / 

Mr. Foster. In this particular transaction, Senator, he made 
$878.45. 

Senator Syminetron. Because of the evidence of a sudden accelera- 
tion of the interest in that stock on a ticker tape ? 

Mr. Foster. Yes, sir. 

Senator Symrncron. When he sold it out and bought Northwest he 
pocketed that profit, in effect, if he bought $3,300 as against $3,900? 

Mr. Foster. Yes, but of course, in this case the transaction was can- 
celed ? 

Senator Symineton. How do you mean canceled ? 


a 
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Mr. Fosrer. I mean by that, the amount of money that was made 
was placed in the error account of Merrill Lynch, Pierce, Fenner & 
Beane. 

Senator Symineron. And he did not accept his profits ? 

Mr. Fosrer. He did not accept it. 

Senator Symineron. Why did he not; did he say to you? 

Mr. Foster. He did not say to me. 

Senator Symrneron. Did he say to anybody in your firm? 

Mr. Foster. Well, I think he said something to Mr. Hunter. 

Senator Jackson. Has this ever happened to you before as a broker ? 

Mr. Fosrer. Not. to my knowledge. 

Senator Jackson. Either one of you gentlemen ? 

Mr. Hunrer. Not that I have any recollection of. 

Senator Jackson. You have no recollection ? 

Mr. Hunter. No, sir. 

Senator Jackson. How long have you been in the business, Mr. 
Foster ? 

Mr. Foster. With Merrill Lynch, going on 22 years. 

Senator Jackson. Prior to that? 

Mr. Foster. I was also in the brokerage business, in another city. 

Senator Jackson. Since 1928, off and on? 

Mr. Foster. Yes, sir. 

Senator Jackson. And during that time you never had an experi- 
ence similar to this? 

Mr. Foster. Never. 

Mr. O’DonNELL. How many errors do you make a year, Mr. Foster ? 

Mr. Foster. Just as few as possible. 

Senator Symrncron. What did Mr. Oliver say to you about why 
he did not want to take his profit? 

Mr. Hunrer. Mr. Foster had explained to me the Friday that the 
transaction took place just what had happened, the fact that there 
was a profit in the customer’s account, after the sale had taken place, 
and no action was taken. 

We had no objection whatsoever to the customer having benefited 
by an error that he made. We certainly did not want to benefit. He 
came in to see me Monday afternoon and I am not sure whether it was 
after the close or not, but it was at least after lunch. 

J was familiar with what had taken place and he wished to have this 
transaction taken off his account. I expressed some surprise. 

Senator Jackson. He wanted it removed completely ? 

Mr. Hunter. He wanted it removed completely from his account. 

Senator Jackson. As if it had never appeared in his account. 

Mr. Hunrer. As if it had never occurred. And then he told me 
that he had no intention whatsoever of buying Northeast Airlines. 

Senator Jackson. When a mistake is made, is it customary to re- 
quest the removal of everything from the record as if it had not 
occurred ? 

Mr. Hunver. Yes, sir; there are occasions, particularly where cus- 
tomers are using their monthly statement for tax purposes. 

Senator Jackson. For income-tax purposes so they do not get in 
trouble with Internal Revenue ? 

Mr. Hunrer. Yes, sir, if there is an error that has taken place, that 
was not the customer’s fault. 
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Senator Jackson. What would have happened in this particular 
case if the stock had gone down ? 

Mr. Hunter. It would probably have been reviewed a little more 
carefully by me. I, being the one that had to make the decision. Mr. 
Foster was positive that the order had been placed in Northeast Air- 
lines. He was also positive that the number of shares was 400 shares 
and that the order was placed at the market. 

Senator Jackson. He was sure about all of those three things? 

Mr. Hunter. That’s right. 

Senator Jackson. The airlines, the number of shares, and it was to 
be purchased at the market ? 

Mr. Hunter. That’s correct. 

Senator Jackson. In this case, it was Northeast Airlines, 400 shares, 
at the market ? 

Mr. Hunter. Yes, sir. 

Senator Jackson. Then, he came back and he purchased 200 shares 
of Northwest Airlines, so you had a discrepancy in the figures. 

Mr. Hunter. He first sold Northeast Airlines. 

Senator Jackson. He was claiming not only an error that you folks 
were wrong on the name of the airlines, but he was also claiming that 

you, in effect, had ordered 400 shares of a stock when it should have 
een 200? 

Mr. Hunrer. He had no such claim on the number of shares. 

Senator Jackson. But is that not the net effect of it? 

Mr. Hunter. I suppose it is, yes. 

Senator Jackson. So you were not only wrong on the airline, but you 
were wrong on the number of shares because if he was down buying 
Northwest and if he thought he was 

Mr. Hunter. There was no claim at the time that he talked to me 
that we had bought the wrong number of shares of stock. 

Senator Jackson. He did not make that claim ? 

Mr. Hunrer. As far as the number of shares of stock was concerned, 
no. 
Mr. O’Donnetxi. Mr. Hunter, in all of your experience, in the 
brokerage business, has any individual refused to take a profit on 
airline stock or on any stock that he has purchased in error ? 

Mr. Hunter. I cannot recall it ever happening to me on hirline or 
any other stock. 

fr. O’Donnetu. At the time Mr. Oliver talked to you, did he men- 
tion that he had any Northwest stock ? 

Mr. Hunter. Yes, sir, he did and he said that either he had had or 
did have Northwest Airlines stock. 

Mr. O’Donnetu. Did he go into any detail as to how many shares? 

Mr. Hunter. No. 

Mr. O’Donnewu. Mr. Foster, I wonder if you would take the exhibits 
that you have in front of you and I would like to put same in the 
record. 

The purchase order for 400 shares of Northeast Airlines stock. 
Will you please identify that, please? That was at 10:01 a. m.? 

Mr. Foster. We have an order here to buy 400, in my handwriting, 
400 Northeast Airlines at the market, and the market is designated by 
a line, and we do not put any price or anything in there. 
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That was time-stamped on ane 8, at 10:01 a.m. On August 
3, at 10:07. we received a report from New York of an execution or 
purchase of 100 shares of Northeast Airlines at 914 and 300 at 934. 

Mr. O’Donnett. In whose name was that made out ? 

Mr. Foster. Mr. Robert W. Oliver. 

Senator Jackson. That will be made exhibit No. 11. 

(The document referred to was marked exhibit No. 11 for reference, 
and will be found in the appendix on pp. 232-235.) 

Mr. O’Donnetu. Mr. Foster, you have photostatic copies of a sale 
transaction by your firm of 400 shares of Northeast stock, Will you 
identify that, please? 

Mr. Foster. I have an order to sell 400 Northeast Airlines stock, 
in my own handwriting at the market, time-stamped August 3, at 2: 58 
p.m. The report came back from our New York office, time-stamped, 
at 3: 02, that we sold 400 Northeast Airlines at 1214. 

Senator Jackson. That was for the sale for the account of Mr. 
Oliver? 

Mr. Foster. Mr. Robert W. Oliver. 

Senator Jackson. That will be marked exhibit 12. 

(The document referred to was marked exhibit No. 12 for reference 
and will be found in the appendix on pp. 236-288.) 

Senator Jaoxson. To go back to exhibit 11, will you state whether 
or not the purchase of the 400 shares of Northeast Airlines was or was 
not the first stock sold that day ? 

Mr. Fosrer. Well, in Mr. O’Donnell’s office today, he told me that 
it was the first order, but I did not know that. 

Senator Jackson. I think the record will show, as submitted by the 
Securities and Exchange Commission, 

Mr. Foster. I don’t know. 

Senator Jackson. The Securities and Exchange Commission re- 
port will show that, and that is marked exhibit No. 9. It will show 
that the name of the writer, the buyer, Merrill Lynch, and after error 
in brackets, 400 shares, being the first stock purchased on August 3 of 
Northeast Airlines. 

Mr. O’DonneEL.. Mr. Foster, do you have a photostatic copy of a 
buy order for 200 Northwest Airlines shares ? 

Mr. Foster. Yes, sir. 

Mr. O’DonneEtx. Will you identify it? 

Senator Jackson. That will be marked exhibit No. 13. 

(The document referred to was marked exhibit No. 13 for reference 
and will be found in the appendix on pp, 239-242.) 

Mr. Foster. In my own handwriting, I placed an order to buy 200 
shares of Northwest Airlines at the market. On August 3, the time 
stamp was 2:58, I received a report back from New York on the 
same day at 3:05 p. m., that we at 200 Northwest Airlines at 
1654 for Mr. Robert W. Oliver. 

Mr. O’Donnewt. Mr. Foster, you have heard Mr. Oliver’s testimony. 

Mr. Fosrsr. Yes, sir. 1 

Mr. O’DonNett. And Mr. Hunter, you have heard Mr. Oliver's 
testimony ? 

Mr. Hunver. Yes, sir. 

Mr. O’Donnetut. There appears to be some inconsistency in that 
your testimony, as I understand it, is that he came into your office and 
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he ordered 400 shares of Northeast Airlines steck and he did not tell 
you that he had $2,500 and he wanted to buy Northwest stock on 
margin. ; 

You do not recall whether he told you not to call him, but you 

called him in any event and you could not reach him. You do not 
oat whether he called you, but if he did talk to you on the telephone 
during the day, you definitely would have told him that you bought 
Northeast stock ? 

Mr. Hunter. Yes, sir. 

Mr. O’Donneti. And when he came in in the afternoon, he told 
you to sell Northeast stock and to purchase 200 shares of Northwest, 
and he again did not go into any discussion of a margin account based 
on $2 500. Am I cor rect 2 

Mr. Foster. That is correct. 

Mr. O’Donneti. When he came in to see you, Mr. Hunter, I under- 
stand he said to you that he did own or had owned Northwest stock. 

Mr. Hunter. That is right. 

Senator Jackson. Are there any further questions ? 

You gentlemen may stand aside, and Mr. Oliver, will you come 
forward, please ? 


TESTIMONY OF ROBERT W. OLIVER—Resumed 


Senator Jackson. You have been sworn and you need not be re- 
sworn. You have heard the testimony of the two previous witnesses, 
Mr. Foster and Mr. Hunter, and the Chair vould like to ask you 
now, whether you desire to change your testimony in any respect. I 
might say that there is no v iolation of law in buying stock, and there 
may be a violation of law here in the way of perjury. 

ow, you have a chance to tell this committee whether you wish to 
c change your testimony in any regard. 

Mr. Oxtver. Senator, I do not. E verything I testified to, to the 
best of my knowledge, is true, and what accounts for the misunder- 
standing, I cannot tell you. There is one explanation I would like 
to give you which sheds some light on this 200 share versus 400 share 
problem. I went in and I told Mr. Foster that T had the $2,500 and 
that I wanted to invest. 

T thought that I said in Northwest stock. I was not looking at 
what the gross amount was, but what I would have to pay nnder 
margin contract. I had thought when I was in there that the $2,700 
that he came up with on an order renee 200 shares of North- 
west, which I thonght was selling at around $17 a share. 

At a 75 percent margin, with ‘the cost of ac quisition and all, would 
come out close to $2.700. When I went back and T executed the 200 
shares of Northwest, there again, when I did that, I discovered that 
the margin was 70 percent and not 75 percent and that instead of 
Northwest. bei ‘ing a little over $17, it was in the neighborhood of $16 
which accounted for the difference between the approximately $2,400 
that the Northwest stock cost and the $2,700 that he had given me in 
the prior morning. 

But I am just as positive as I am sitting here that I told him that 
my conversation started on the basis that I had $2,500 that I wanted 
to invest. 
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Senator Jackson. How do you account for this dispute on two 
rincipal points, one is the name of the company and then the num- 
er of shares. 

Mr. Oxtver. What I have tried to give you, sir, is the explanation. 

Senator Jackson. How would that come out exactly 200? 

Mr. Ottver. Well, I thought the order he was executing was one 
that came out to 200 which is why he went to 27 which was $200 
above the $2,500. 

Senator Jackson. Do you think that they are wrong in both 
instances ? 

Mr. Ottver. I believe so and I have no recollection whatever— 

Senator Jackson. Do you think that Mr. Hunter is wrong in his 
testimony in which you, according to his testimony, made mention 
of owning Northwest Airlines stock ? 

Do you think his testimony is correct, in which you told him that 
you did own stock in Northwest Airlines? You already testified un- 
der oath that you did not. 

Mr. Oxtver. Senator, I have no recollection of having told him and 
the reason being that I have never owned any Northwest stock. 

Now, if he understood me saying that I already owned some North- 
west stock, he just misunderstood what I was saying, but I have never 
owned Northwest stock. I do not know how I could say that I did 
when I hadn’t. 

Senator Symrneron. If you had to guess who that anonymous call 
came from, who would you guess? 

Mr. Otver. Senator, I haven’t the merest idea. 

Senator Jackson. There is no possible connection between that 
4 call on the night of August 2, and your statement interpreted 

y Mr. Foster to be an order for 400 shares of Northeast Airlines 
on the following morning? 

Mr. Ontver. No, but I will say one thing, Senator—— 

Senator Jackson. That was not on your mind at all when you 
walked into Merrill Lynch? 

Mr. Oxtver. Just to the contrary, Senator. I will concede and I 
thought that I stated clearly that when I went in that morning to 
buy the Northwest stock which was just the morning after the night 
when this call had come in, I was very much heckled about the 
Northeast situation and I might have made a mistake and misspoken 
myself, and stated Northeast. 

The thing that I am positive of is that I worked out of that $2,500 
figure which was the amount that I thought I had available to invest. 

Senator Symineton. How many anonymous calls do you get in 
that company a year? 

Mr. OLtver. This is the only one, Senator, that I ever remember 
having received. 

Senator Symrneron. The only one you remember ? 

Mr. Otiver. Yes, sir. 

Senator Symrneton. I do not say that you have done anything 
wrong, unless, as the Chairman said, you may have gotten your facts 
a little bit twisted here, but if somebody has given you a tip in a 
Government agency that has resulted in you making money they 
should not do that, do you think ? 

Mr. Oxtver. I do not think so. 

Senator Symineton. Have you any idea who would do that ? 











LEAKS OF CAB DECISION OF AUGUST 2, 1956 65 


Mr. Ottver. No, I do not. 

Senator Symineron. You have no friends whom you know who 
might have slipped this little information to you, in order to try and 
help you a little bit ? 

Mr. Ontver. There is nobody I know at the CAB that I think 
would call up and put out a leak like that. 

Senator Symrineton. How do you think they could find it out? 
In other words, where do you think a man would get information of 
that character ? 

Mr. Ottver. Senator, I don’t know whether the person who called 
me had anything to do with the CAB or whether he is somebody who 
had found out what the information was and was passing it out. It 
occurred to us, as one explanation of the call, that certainly some- 
body was passing the information around and decided that maybe a 
good place to spread it would be to one of the competing applicants. 

Senator Symineron. You are saying “passing it around.” Do you 
know anyone who passed it around ? 

Mr. Ottver. No, but I think the activity in the stock market would 
indicate it. 

Senator Symrneton. Do you know of any other anonymous calls? 

Mr. Oxtver. The only one I knew about was the one I testified to. 

Senator Symineton. You have heard since that it was around in a 
lot.of other places. 

Mr. Ottver. I have assumed that other people got the same infor- 
mation. 

Senator Symineton. Why do you assume that? 

Mr. Ottver. Because of what happened the next day. 

Senator Symineron. What happened ? 

Mr. Ottver. This activity, which I later learned about in the 
stock market the next day, and someone got some information. 

Senator Symineron. When did you decide that you did not want to 
take your profit ? 

Mr. Oxiver. When I found out that there had been a mistake on 
the afternoon of August 3, and that a profit had been realized on the 
transaction. I thought that I would prefer—not that there was any- 
thing illegal about keeping the profit—but I felt I should not for the 
reasons I have explained. 

Senator Symineton. What day did you do that? 

Mr. Ontver. I decided right then and there that day that I didn’t 
think that I should accept the profit. 

Senator Symineron. What day was that ? 

Mr. Ottver. On August 3. 

Senator Symrineron. What time did you make that decision ? 

Mr. Ontver. When I was there and found out about this mistake, 
in Merrill Lynch. 

Senator Symrneton. When you were there ? 

Mr. Oxtver. In Merrill Lynch. 

Senator Symineton. How did you find out about it after you 
ordered the stock ? 

Mr. Oxtver. What happened, I went back to inquire of Mr. Foster 
what stock had been bought and then learned for the first time it had 
been Northeast instead of Northwest. 
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Senator Syminaron. Why did you go back and inquire? You 
thought he ordered the stock that you had ordered. Do you gen- 
erally go back and ask if they purchased the right stock ? 

Mr. Ottver. As I explained, I had thought I had information in 
my phone call from him, in the morning, that the stock he had 
bought for me was active and it was up a point or so, which I thought 
then related to Northwest Airlines stock. It was at lunch time when 
I went into a brokerage house just off the hotel lobby where I was 
aad had inquired as to whether Northwest was active and how. It 
was up, that I got the information that there had not been activity in 
Northwest but in Northeast and at that time it occurred to me that 
ue te was wrong and I ought to check. And that is why [ went 

ack. 

Mr, O’DonneEtu. Are you sure at the time you made this telephone 
call to Mr. Foster, on the 3d, wherein he said that the stock was up a 
point, that he did not mention Northeast Airlines ? 

Mr. Oxtver. I don’t have any recollection that he did, Mr. O’Don- 
nell. I called him and I told him I was Mr. Oliver calling in to find 
out if my order had been executed and he told me that it had and that 
the stock was active and I think that he said up a point and a half 
and that is the only recollection I have of what he told me. 

Senator Jackson. Do you think these gentlemen are wrong in all 
of these respects, No. 1, you did order Northeast and you did order 400 
shares? 

I just want to go through this now and either your testimony is 
one way or the other. It isa pretty serious matter. 

Mr. Oniver. I appreciate that, Senator, but to the best of my abil- 
ity, [ have given you the facts as I understand them. 

This difference between the 400 shares and the 200 shares, I think, 
is explained by the fact that IT was working out of a $2,500 margin 
amount, and working in terms of dollars instead of terms of numbers 
of shares. 

Senator Jackson. Let us go to the next one. How do you explain 
Northeast Airlines ? 

Mr. Ortver. I think either of two things happened. Either I mis- 
spoke myself and said Northeast when I meant Northwest, or I said 
Northwest and he thought I said Northeast. Ejither one of the two. 

Senator Jackson. Now, when you talked with him later on the 
telephone, and he has testified that he is certain it is standard practice 
to indicate the stock that was purchased and he told you Northeast 
again, was he wrong then that time, too? 

Mr. Ontver. Senator, all I can tell you is what I recall happened 
and I don’t have any recollection of him telling me Northeast. 

Senator Jackson. When you told Mr. Hunter that you owned 
stock in Northwest Airlines, do you think that he was not telling the 
correct version of that one, too? 

I am just trying to add all of these up. 

Mr. Oxtver. I am not claiming that these gentlemen are making 
any intentional misstatements, but Mr. Hunter just must have mis- 
understood something that T had told him because, Senator, I have 
never owned Northwest stock to my knowledge. 

Senator Jackson. Do you think that they just would have mis- 
understandings in several instances here ? 

Mr. Ortver. It appears that that is the case. 
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Senator Symrineron. Did you ever own any Northeast stock? 

Mr. Ontver. Never, 

Senator Symrineton. Why would you suddenly get this. desire to 
buy Northeast stock ¢ 

Mr. Oxtver. Senator, I did not have a desire to buy Northeast 
stock. I intended to buy Northwest stock for the reasons that. 1 have 
explained. 

Senator Symrneron. Why is that? 

Mr. Ontver. That is because I have substantial amounts of stock in 
a company and I thought there might be a possibility of a merger 
between that company and Northwest which created my interest in 
the Northwest stock. 

Senator Jackson, Well, I just want to say, 1 hate to comment on 
evidence and testimony, Mr. Oliver, but I am not satisfied with your 
explanation and I speak only for myself. 

I do not know why the other two gentlemen would want, Mr. Hun- 
ter and Mr. Foster, to give any misinformation. I have complete con- 
fidence in their testimony and I must say that I am disturbed by 
your testimony. 

Mr. Ottver. May I just say this one thing ¢ 

Senator Jackson. There 1s too much of a conflict here and the co- 
incidences that occurred, and the events the day before, and your 
being told about Northeast Airlines stock and the tip and your going 
to buy it and then saying that it was by mistake, and all of these 
calls and the subsequent event of purchasing Northwest and not tell- 
ing Mr. Pogue and not telling the grand jury and I think all of these 
things speak for themselves and you are a lawyer. 

You are familiar with the credibility of witnesses and I am very 
sorry indeed to see the record in this shape. If you had come in and 

said, “I bought this stock and I thought it over and I made a mis- 
take; it probably was not the right thing to do in the view of the 
attorney-client relationship with Delta Air Lines,” I do not know that 
we would be calling you here as a witness. 

There is no crime in your purchasing that stock, but something 
may have transpired since you have testified here under oath that 
places it in a different light, I regret to say. 

Mr. Oxtver. May I say one thing. As you point out, there is no 
reason why if I had intended to buy 1 Northeast stock, I could not sit 
up here and tell you that I had intended to buy it. 

The fact of the matter is, I did not. I was actually under no 
compulsion to go take the steps I took with Mr. Hunter, so I just 
don’t see how you can get the feeling that I was trying to hide some- 
thing because the thing that you are talking about is something that 
I could have done perfectly legally. 

Senator Jackson. Do you not think that you should have told Mr. 
Pogue about this transaction on August 3, in the light of all the 
publicity and the stories that came out in the paper? 

Mr. On1ver. Senator, if I had to do it over again, I would have 
told him. 

Senator Jackson, You are in a vulnerable position here, and you 
must admit it and it is not just the Pogue incident; it is the grand 
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jury incident and all of these other things 


am porty, to see your testimony ln these lines. You have a 
ait a to tell the grand jury. That is all. 


6 committee will stand in recess until 10 a. m., tomorrow morn- 


i ibiebaBien: at 4:10 p. m., the hearing in the above-entitled matter 
was recessed, to reconvene on Thursday, May 2, 1957 at 10 a. m.) 








LEAKS OF CAB DECISIONS OF AUGUST 2, 1956, AFFECT- 
ING NORTHEAST AIRLINES STOCK 


THURSDAY, MAY 2, 1957 


Untrep States SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to Senate Resolution 
37, agreed to January 30, 1957, in room 357 of the Senate Office 
Building, Senator Henry M. Jackson presiding. 

Present: Senator John J. McClellan, Democrat, Arkansas; Sen- 
ator Henry M. Jackson, Democrat, Washington; Senator Stuart 
Symington, Democrat, Missouri; Senator Chapman Revercomb, Re- 
publican, West Virginia. 

Present: Donald F. O’Donnell, Chief Counsel; James N. Juliana, 
Chief Counsel to the minority; LaVern Duffy, Investigator; Mar- 
garet W. Duckett, Acting Chief Clerk. 

Senator Jackson. We will resume our hearings into the allega- 
tions with reference to alleged leaks in the so-called Northeast Air- 
lines case. 

(Members of the subcommittee present at the convening of the 
session were Senators Jackson and Revercomb. ) 

Senator Jackson. The next witness is Laurence Henderson. 

Raise your right hand and be sworn. 

Do you solemnly swear that the testimony you are about to give 
shall be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Hennverson. Yes, sir. 


TESTIMONY OF LAURENCE G. HENDERSON 


Senator Jackson. State your name and place of residence and 
business. 

Mr. Henperson. My name is Laurence Henderson. I reside at 127 
Martha’s Road, Alexandria, Va., and I am employed by the Fair- 
child Engine & Airplane Corp. 

Senator Jackson. With offices where? 

Mr. Henverson. In Hagerstown, Md. 

Senator Jackson. You are aware of your right to have counsel ? 

Mr. Henperson. Yes, sir. 

Senator Jackson. Do you desire to proceed now without counsel? 

Mr. Henperson. Yes, sir. 

Senator Jackson. You are willing to do so? 

Mr. Henperson. Yes, sir. 
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Mr. O’Donneti. Mr. Henderson, were you ever employed by the 
Trans-American Airlines? 

Mr. Henperson. Yes, sir; I was. 

Mr. O’Donnetx. Will you speak a little louder ? 

Mr. Henperson. Yes, sir; I was. 

Mr. O’DonxE LL. ‘Will you tell me the dates you were so employed / 

Mr. Henperson. Approximately January of 1954 to the fall of 
1956. 

Mr. O’Donnett. Was that formerly known as North American 
Airlines ? 

Mr. Henperson. Yes, sir. 

Mr. O’DonneEtu. That was a nonscheduled airline ? 

Mr. Henpmrson. An independent, airline; yes, sir, 

Mr. O’Donneuw. ‘That. is a new way of stating it. 

Mr. Henperson. It runs a scheduled passenger operation on a 
limited scale, but it does not have a permanent certificate of public 
conAam anes and necessity, as the so-called certificated trunk airlines 

oO. 

Mr. O’Donneni.. What was your position with Trans-American? 

Mr. Henperson. I was retained by them. My exact position was 
assistant to the president. 

Mr. O’DonnNELL. You were on a salary basis? 

Mr. Henperson. I was on.a fee basis up until approximately Sep- 
tember 1 of last year, or August 1 of last year when, for the last 2 or 
3 months I was on a salary basis. 

Mr. O’DonnELL. What did you make on a fee basis? 

Mr. Henperson. I believe my fee was $1,450 a month. 

Mr. O’Donnetit. While you were working for Trans-American, 
did, you form an agreement with Raimond Bowles of Manchester, 
N. H., and Gillis Long, Washington, D. C., to purchase or find pur- 
chasers for Atlas Corp., which owns the controlling interest in North- 
east Airlnes? 

Mr. Henperson. Yes, sir; I did. 

Mr. O’Donnet. Could you give the date of that agreement? I 
think it was June 29. 

Mr. Henperson. It was some time in June, and I can’t give you 
the exact date, and I think it might have been late May and I know 
we first discussed it in May. Whether or not we had a formal agree- 
ment at that time, I don’t know. 

Senator Jackson. The Chair will offer an agreement dated June 
29, 1956, for your identification. Will you look at it, please? 

Mr. Henperson. Yes; sir; I am sure that is it. 

Senator Jackson. That is the agreement that you referred to? 

Mr. Henperson. Yes, sir. 

Senator Jackson. That will be marked as exhibit No. 14. 

(The document referred to was marked “Exhibit No. 14” for ref- 
erence and will be found in the appendix on p. 243.) 

Mr. O’Donne i. As a result of that agreement, did you make any 
contact with the Atlas Corp. prior to August 31, 1956? 

Mr. Henperson. I will have to give you a little of the bac kground 
on that, if that is all right. My eonditions of employ ment with 
Trans-American was as a retained counsel more or less, and I took on 
other jobs in addition to that one. For instance, I was employed by 
the Ford Foundation in connection with the industrialization pro- 
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gram in Indiana and I spent several months in Indiana at, the same 
time I was on a fee from Trans-American. 

I was the Indiana Ministry of Commerce and Industry on their 
rehabilitation program of industry. 

Mr. O’Donnetu. What kind of an office did you have? Were 
you acting as an attorney and consultant ¢ 

Mr. Henperson. Consultant really here in Washington, my officers 
were in their offices here in Washington. 

Senator Jackson. Your offices were there ? 

Mr. Henpverson. They provided me with. office space, Trans- 
American did. When I was with the Ford Foundation I was as a 
consultant to the Ministry of Commerce and Industry in Indiana, 
and the Ford Foundation retained me on that industrialization pro- 
gram over there. I had several] similar projects with the approval 
of ‘Trans-American, 

One of my principal jobs with them was that for some time they 
had been seeking to become a certificated airline. Since 1938, when 
the Civil Aeronautics Act was passed, no new carrier had been al- 
lowed into the trunk routes and they were up against this position 
of getting into a club. 7 iT ; 

It became obvious that their chances of obtaining a certificate from 
the Civil Aeronautics Board was fairly slight. So we sought other 
ways of remaining in air transportation, and for instance, at one 
poimt we considered the possibility of operating under contract for 
the Austrian airlines, and we had several other similar projects. 

At one point we considered the possibility of purchasing either 
Northeast or Continental Airlines and that is when I first became 
familiar with the possibility of Northeast ownership. 

In early April of 1956, the examiner came out with a report in the 
Miami case and it was extremely critical of the old ownership of 
Northeast, as well as to an extent, of the Northeast management. 
The language was so critical that my own guess was that the Board 
would not possibly reverse the findings of the examiner, 

[ became fairly well convinced at that time that Delta Air Lines 
would be awarded the route. As a result of that, I felt sure that 
the Atlas Corp., which owned 55 percent of the stock, approximately, 
would be interested in disposing of it. 

They had held on to Northeast stock for some 12 years, which I 
believe was longer than they ever held any other stock in any other 
company. They are not interested in a long-term ownership of any 
company, and they are interested in what they call special situations. 

With the chance of Northeast not getting the Miami route, I 
thought it would be a very good opportunity for a group of New 
Englanders to get together and meet the objection that the examiner 
found in the Atlas ownership, by control of Northeast, operate it for 
several years and then come back into the Board having met the 
Board’s objection and in the next route case they would stand a much 
better chance than they had in this one. 

So, with that in mind, we formed this group to try to interest 
people in New England in getting together as a group to buy the 
55 percent of stock held by Atlas. I want to emphasize that at no 
time were we interested in buying any individual shares. 

We could have bought every share held on the open market, and it 
would have done us no good because the Atlas Co. held 55 percent of 
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the stock. The only stock we had any interest in purchasing was 
that 55 percent, block. 

Senator Jackson. Your interest was control. 

Mr. Henverson. That’s right, sir. Oftentimes your control may 
be only 20 or 30 percent, but when one person owns over 50 percent, 
the only stock that does you any good to buy is his stock. 

This also explains my very keen interest, of course, in the price of 
Northeast stock because every time the price of Northeast stock 
fluctuated one point, that meant my group if it was to buy, would 
have to come up with approximately $600,000 more. 

So these minor fluctuations, while normally they might be con- 
sidered minor, a half a point for instance, meant $300,000. 

Senator Jackson. You would not want to buy on the day of the 
eak, 

Mr. Henperson. That’s right, sir. 

Mr. O’Donnetu. How large was Atlas Corp., roughly, insofar as 
stock ownership was concerned ¢ 

Mr. Henpverson. In how many different companies? 

Mr. O’DonneELt. Valuewise. 

Mr. Henverson. The total block of their stock, and I am just 
speaking from memory, give or take a few percentage points, as I re- 
call was roughly 500,000 shares. 

As I recall, they bought that when it was about 7 or 714, some 
place in that area, so the value of their stock to them, the cost to them 
was around $314 million or $4 million, somewhere in that area. 

Mr. O’Donnett. The value on the open market would have been 
roughly what ? 

Mr. Henperson. At that time it was approximately the same. 
However, of course, you would also expect to have to pay slightly 
more or maybe several points more than what it was actually selling 
for on the open market because this would be a negotiated purchase. 

Obviously, if you went out on the open market and tried to buy 
any quantity of stock at all, even 1,000 or 2,000 shares, it would have 
a fairly substantial affect on pushing the price up. 

So there would be a negotiated purchase and normally speaking in 
a situation like this you might suggest a price 2 or 3 or 4 points above 
what the market was. 

Mr. O’Donnetxt. How much of the stock of Atlas Corporation, did 
you intend to find buyers for ? 

Mr. Henperson. We wished, or our plan was, to purchase the en- 
tire block because the examiner’s report, ore of the basic objections to 
awarding the route to Northeast was the Odlum ownership. 

To meet that objection, and to give Northeast any hope of even- 
tually getting a strong route, we would have to eliminate that objec- 
tion of the Odlum ownership. 

That was our plan. We felt that even without the Miami route, 
that Northeast Airlines was a valuable property and could be made 
into a very, very worthwhile enterprise, and it did have great po- 
tential as all companies in air transportation have. 

Mr. O’Donnett. As I understand it, you went along on the basis 
of this agreement and you were to find purchasers for Atlas Corp. 
stock on a finder’s fee basis. You fellows were not going to buy it 
yourself. 











Mr. Henperson. That’s right. We have no money to speak of 
ourselves, and our own interest was to put together the package, and 
to interest groups up there so that it would be a desirable investment 
from their standpoint. 

We also felt that you could appeal somewhat to the community in- 
terest up there in that, they wanted a strong regional airline, and, 
of course, they wanted an airline that was not on a weak position 
financially. 

As you know, Northeast Airlines was the only airline, I believe last 

ear, after colonial purchase, to be on subsidy, and so New England 
oe the only subsidized trunk carrier, which is a weak position to 
be in, in my opinion. 

Mr. O’DonneE.LL. Going back to my former question, from the time 
that the agreement was made, until August 31, 1956, was any con- 
tact made by anyone of the three signers of that agreement with 
Atlas Corp ? 

Mr. Henoperson. Yes, sir. Now, again, I am speaking from mem- 
ory, and Gillis Long, who was counsel for our group, had had pre- 
vious negotiations, previous agreements with I believe it was David 
Stretch, who is a vice president of the Atlas Corp. 

He approached Mr. Stretch and asked whether or not Northeast 
would be for sale if a group could be gotten together to buy it. 
Stretch’s reply was, as I recall, “Anything that Atlas Corp. owns 
is for sale at a price.” 

In other words, if they got a high enough price and they could get 
bailed out of this position, of what I felt they thought was a lemon 
which they bought in 1944, they would have been glad to sell. What 
their price was he never indicated. 

Mr. O’Donneti. About when was this contact made by Long? 

Mr. Henperson. My guess would be it was towards the end of 
May or early in June. It was maybe a little earlier. 

Mr. O’Donnetut. Other than that contact, was any other contact 
made by your group, with Atlas Corp? 

Mr. esinaece, I believe some time in early July after we got 
some people up in New England working on it, or seriously in- 
terested. We did not want to be in the position of then having the 
Atlas Corp. say we are not going to sell after we put together a group, 
and I think at that time Mr. Long again spoke with Mr. Stretch 
or perhaps someone else at the Atlas Corp., although I believe it 
was Mr. Stretch, and he reaffirmed this previous view that it would 
be for sale at a price. 

Mr. O’DonneEtL. Now, you fellows were put in contact with a 
Forrester Clark in Boston, Mass., who was a broker, is that right? 

Mr. Henoverson. Yes, sir. We talked to, I would say, I must have 
made on my own, 5 or 6 trips up to Boston, and New Hampshire 
and Rhode Island and talked to a number of different groups. 

One gentleman we talked to was Mr. Forrester Clark, who is, I be- 
lieve, a partner in H. C. Wainwright Co. in Boston. 

Mr. O’Donnett. Was Mr. Clark enthusiastic toward your plan? 

Mr. Henperson. Yes, sir, he was very enthusiastic and as a matter 
of fact we were not coming, this was not a new idea to him as such. 
Some 3 years earlier, I believe it was or maybe 4 years, he had had:a 
somewhat similar idea and had approached the Atlas Corp. and they 
had indicated a willingness to sell. 
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Then he started to organize a group to buy and I think that he 
had much of the stock actually placed when the officials of North- 
east Airlines said that they would prefer for him not to continue his 
efforts to make the purchase. 

As it turned out, I think it was somewhat of a misunderstanding 
and they were perfectly willing if Mr. Odlum wanted to sell and that 
was up to Mr. Odlum. 

Senator Revercoms. Then, if I may understand what. you have 
said with respect to Mr. Clark of Boston, some 3 or 4 years prior to 
the transactions of which you are speaking, he had the idea of the 
purchase of Atlas stock. 

Mr. Henprerson. Yes, sir. 

Senator Revercoms. Did he have the idea of Atlas taking over con- 
trol of Northeast Airlines some 3 or 4 years before that ? 

Mr. Henperson. No, sir. The Atlas Corp., Mr. Odlum’s company, 
had owned Northeast since 1944, or about that time. His idea 4 
years ago was to purchase the 55 percent stockholdings of the Atlas 
Co., for New England ownership. 

Senator Revercoms. Four or five years prior to August of 19554 

Mr. Henperson. No, 1956. 

Senator Revercome. In 1956? 

Mr. Henperson. Yes, sir. 

Senator Revercoms. He had the idea of purchasing 55 percent of 
Atlas’ holdings, and Atlas at that time did hold some of Northeast 
stock ? 

Mr. Henperson. They held 55 percent of all Northeast stock. 

Senator Revercoms. Even at that time, 3 or 4 years ago? 

Mr. Henperson. I don’t think that there had been any difference in 
their holdings since they first purchased in 1944, other than that 
they converted some preferred stock which they held into common, 
and that was a 40,000 or 50,000 share block. But we had no knowl- 
edge of that, Senator. 

This was something that he had done prior to our ever having 
met him. 

Senator Revercoms. You speak of something he had done 4 years 
prior to August of 1956 ? 

Mr. Henperson. Yes, sir, and he is going to be a witness and I am 
sure he can give you more details on that than I ean. 

Mr. O’Donnetz. Now, Mr. Clark was going to find purchasers for 
Atlas Corporation’s stock in the New England area, is that right? 

Mr. Henperson. Yes. 

Mr. O’Donnetu. What were you fellows going to do over and 
above what Mr. Clark might do ? 

Mr. Henperson. Well, essentially our only activity was to get 
together the statistical information and the financial data and the 
supporting explanation of what could be done with Northeast. We 
had no possibility (a) of raising any money ourselves, and we had 
none of any significance, so that the actual financial transaction 
would have to handled by a responsible, large-scale broker or 
brokerage house, such as Mr. Clark’s. 

Mr. O’Donnetu. You were in favor of the purchase of Atlas Cor- 
poration’s stock immediately ? 

Mr. Henverson. Not of the corporation, but of their block of stock, 
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Mr. O’Donnetu. Mr. Clark was, of the opinion that you should 
wait until the, pending decision by the CAB award on the New York- 
Florida run was granted ? 

Mr. Henperson. Initially, I believe, he was in agreement with us 
that we should move ahead and purchase it immediately. 

Now, at that time, I was absolutely sure Northeast was not going 
to get the route and I think, of course, this is a hypothetical situation, 
but I believe you would find a good half or two-thirds of the aviation 
industry agreed with me on that. 

The Examiner’s report was so critical, that it was fairly likely that 
they wouldn’t get the route. 

So, therefore, I felt that it was important to go ahead and make 
the purchase and get New England ownership in to meet that ob- 
jection and start to get the airline set up in a way that they would 
meet Board approval. 

Senator Jackson. It was important from the standpoint of your 
group, to buy the interest that Atlas held in Northeast, control, ;at 
the proper time from the standpoint of the purehase price. 

Mr. Henperson. That’s right. 

Senator Jackson. So these discussions went on as to just what 
was the proper time, 

Mr. Henperson. That’s right. 

Senator Jackson. And your view was in late July that they ought 
to buy immediately. 

Mr. Henperson. June or July, from the time we started discuss- 
ing this, in May, we thought that Odlum ought to be willing or 
would logically be willing to get out of it. 

Senator Jackson. And Mr. Clark’s view was to buy when? 

Mr. Henperson. His view was pretty much that until he had some 
conversations with Northeast Airlines officials. At that time, they 
said that. they thought they were going to get the route. 

Now, his interest was partly a community spirit interest there in 
New England, and he felt that by getting together this group that 
eventually Northeast would get a good route. 

We had told him and felt that they were not. going to get the 
Miami route. So, when the Northeast people said they had a very 
good chance of getting it, he said there is no need for our group to 
move ahead, if they are going to get the route anyhow, or something 
to that effect. 

Senator Jackson. If they were going to get the route, I would think 
that he would want to buy immediately. 

Mr. Henperson, Of course, with the route, sir, the price of the 
company is so high that it is just out of the question. It is no longer 
an attractive investment. possibility because it is an obvious gold 
mine, whereas prior to getting a good route—there are a great many 
problems of running Northeast. Airlines, and they have bad weather 
and I think that they have something like that. 

Senator Jackson. You mean Mr. Clark was predicating purchase 
on, not so much at that time to purchase, but. whether or not they were 
going to get the route from the standpoint of the long pull? 

Mr. Henperson. That’s right. 

Senator Jackson. The price, the immediate price of the stock was 
not the major item, but whether or not they were going to get this 
more profitable route. 
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Mr. Henperson. If they got the New York-Miami route, there was 
no purpose in a New England group purchasing it. If they did not 
get the route, then it had a real purpose. We felt sure they were 
not going to get it. 

Senator Jackson. Why would there not be a New England purpose 
if they did get it? 

Mr. Henperson. Well, the point is this: If they did get it, they 
have the route and it is a strong New England airline and that is what 
they want. 

Senator Jackson. You said a moment ago there would not be any 
purpose. 

Mr. Henverson. In purchasing the stock, that is right. 

Senator Jackson. If they got the New York to Miami run? 

Mr. Henverson. That’s right. 

Senator Jackson. Why would there not be? 

Mr. Henverson. It would not help Northeast Airlines at all. They 
already had the route. You see, one of his main interests there 

Senator Jackson. If Northeast got the route. 

Mr. Henpverson. If they already had the New York-Miami route, 
that would obviously put them into a very favorable financial posi- 
tion and they would become a strong airline and they could become 
a strong New England airline. 

Senator Jackson. Why should the New England not buy it? 

Mr. Henperson. They still might as an investment, but it certainly 
would have no connection with whether or not the Board objected to 
the Odlum ownership. 

Senator Revercoms. Are you telling us that from an investment 
viewpoint, as long as Northeast did not have the New York-Miami 
route, that the stock was lower? 

Mr. Henverson. That’s right. 

Senator Revercoms. But once they did have it, the stock would be 
higher and would not be an attractive investment ? 

Mr. Henverson. That’s right. 

Senator Revercoms. Is that what you are saying? 

Mr. Henperson. Yes, sir. 

Senator Revercoms. I understand that. 

Mr. Henperson. With the Miami route, it is obviously a very good 
investment, I believe, and it has one of the two best routes in the 
country now. Without the Miami route, it has hidden possibilities, 
but to the average person it is not too attractive. 

Senator Jackson. I thought these people in New England were 
interested in the New England area and they were interested in buy- 
ing it whether they got the New York to Miami route or not. 

Mr. Henperson. No; they were interested in buying it for the sake 
of New England on the basis that apparently they were not going to 
get this route because of the Odlum ownership. There was objection 
to the ownership and they wanted to meet this objection and get New 
England ownership so that the next go-round they would have a 
chance to get a good route. | 

Senator Jackson. If that was the premise, why did they not pro- 
ceed on that basis? 

Mr. Henverson. They were going to until Northeast Airlines offi- 
cials told them that they were fairly sure they were going to get the 
route. So then, they said, “Well, look, if they are going to get the 
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route, there is no need for us to move ahead with this purchase syndi- 
cate and why don’t we hold up until after there is a decision. If they 
get the route, there is no contribution we can make and if they don’t 
get the route, we — go ahead and buy it.” 

Senator Jackson. I do not quite follow the reasoning, but the 
record will speak for itself and I do not think that we need to pursue 
it any further. 

Mr. O’Donnetu. Mr. Henderson, at the time you were employed 
by Trans-American, prior to their agreement of June 29, was there 
any attempt by Tr ans-Ameri ican to purchase Atlas Corp.’s stock ? 

Mr. Henperson. Yes, sir. Again, I will have to speak just from 
general recollection, but it seems to me that the first time that came 
up was in 1954 when one of the officials of Trans-American, and I 
don’t recall which one, met or discussed with Mr. Irimescu the possi- 
bility of buying the Atlas block. Mr. Irimescu was a vice president 
of Atlas. Again it came up some time in early 1955, when counsel 
for Trans-American appeared before one of the Senate committees 
and offered, in order to get the chance to get into air transportation, 
offered to purchase either Northeast or Continental, both of which 
were on subsidy, and agreed to take them off subsidy. 

It came up again, in early 1956, when, following the examiner’s 
report, I wrote a memorandum to the officials and suggested that they 
consider the possibility of acquiring the Northeast stock. It was 
quite a detailed memorandum. 

Mr. O’Donne tt. In order for one airline to purchase Atlas Corp. 
stock, do they have to get a certificate of approval from CAB? 

Mr. Henperson. I believe the way it works is this, sir: One carrier, 
not only an airline, but any carrier, cannot acquire control of an air- 
line without first getting approv al iy the Civil Aeronautics Board. 
That came up very dramatic ally in the Eastern Air Lines-Colonial 
merger case, where it was alleged that Eastern Air Lines had illegally 
acquired control of Colonial. 

Mr. O’Donnetu. In these incidents that you mention, on the part 
of Trans-American, they are preliminary to filing with the Board? 

Mr. Henperson. That’s right, sir; they could not have taken any 
steps to oo any stock without first getting Board approval. 
That is as I understand it and I am not a lawyer. 

Mr. O’Donnext. At the time you formed this agreement, you were 
employed by Trans-American on a fee basis, and did -you clear what 
you were planning to do with the Trans-American officers ? 

Mr. Henverson. I don’t recall specifically. I believe that I did, 
and I believe they were familiar with it, and I am quite sure or I feel 
fairly certain that the general counsel was aware of my interest in it. 

Mr. O’Donnetn. But you do not have any letter or memorandum 
or anything that would indicate that you had specifically cleared with 
them ? 

Mr. Henperson. No, sir; I don’t. 

Mr. O’Donnetu. According to your agreement ? 

Mr. Henperson. No, sir. 

Mr. O’DonneELL. At a date subsequent to August 3, when the stock 
becaine very active, which hurt your case tremendously, was there any 
contact made by Mr. Clark with Atlas Corp. ? 

Mr. Henperson. Following that day, you mean ? 
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Mr. O’Donnetu. Yes. 

Mr. Henoverson. As I recall, either he talked to them or planned 
to talk to them in September or October. By that time 1 had gone 
with another company and I was no longer active, really, in that case 
and I heard about this only secondhand. 

Mr. O’Donnett. Now, this contact was made by Clark on behalf 
of the Trans-American owners as distinct from on behaif of your 
group; is that right ? 

Mr. Henperson. I believe so, sir, and I don’t know whether there 
was actually a contact made because I was not involved in it and I was 
in Europe at the time. 

Mr. O’Donnett. But now that Mr. Clark was interested, were the 
Trans-American owners at that time ? 

Mr. Henverson. Specifically what happened was this: As I recollect 
it, we had a meeting out in California, a regular staff meeting of the 
company which was the ae one which I attended, some time around 
the 10th of September. 

At that time, we, of course, were faced with the perennial problem 
of what we could do to get permanent authority to operate in aviation. 
Again, the possibility of purchasing Northeast came up. I mentioned 
to him, or I mentioned to the officials that I had been working, or 
reminded them I had been working, with a group of New Englanders 
who had been seeking to buy it but since Northeast had gotten the 
route that they were no longer interested as a New England group 

[I suggested to them that perhaps Mr. Clark would be interested in 
again negotiating with the Atlas Corp. on their behalf. I believe they 
called him or he called them, one or the other. 

Senator Jackson. What was the date of the meeting of Mr. Clark 
with the Northeast Airlines officials, when it was indicated to Mr. 
Clark by those officials that they might get the route? 

Mr. Hxnperson. I believe it is in some of the letters you have, I 
would place it just from memory some time around the 25th of July 
or the 28th of July. 

Senator Jackson. This was a turning point in Mr. Clark’s attitude ? 

Mr. Henperson. Well, yes, at that time and he then decided to hold 
off until after there was a decision and, “if they get the route let 
us forget about it, and if they don’t get the route then our proposal 
still has merit.” 

Senator Jackson. You were not present at that meeting? 

Mr. Henperson. No, sir; I was not. 

Senator Jackson. Do you know how it happened to be that the 
Northeast Airlines officials knew on or about that’ date that they 
were going to get the route, or reasonably certain they were going 
to get it, despite the adverse report of the examiner? The normal 
thing is ‘that when the examiner’s report is favorable, the Board in 
most cases will approve, is that correct ? 

Mr. Henperson. Exactly. 

Senator Jackson. In this case, the examiner’s report was unfavor- 
able as far as Northeast was concerned, is that correct ? 

Mr. Henperson. That’s correct. 

Senator Jackson. So to reverse the examiner, under normal cir- 
cumstances 

Mr. Henperson. It is extremely unusual in view of the very strong 
language he used in this report. 
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Senator Jackson. Now, do you know how it happened to. be that 

Northeast Airlines officials knew. on or about the 25th or the 28th, 
which was prior to the actual decision, which occurred on the evening 
of August 2—do you know how they happened to know that? 

Mr. “HENDERSON. I would not go so far as to say they were certain 
they were going to get it, but they were extremely optimistic or they 
felt they hada good chance. 

Senator Jackson. They were certain enough so that they seemed to 
have convinced Mr. Clark that this was probably going to happen. 

Mr. Henperson. I think that is true, sir. However, ‘ft think it is 
fair to them to say that whenever you are engaged in Civil Aero- 
nautics Board cases, you always feel that your side has a good chance. 

I think there were some 13 applicants engaged in this case and 
certainly the three leading ones, Pan American, Delta, and North- 

east :. Il felt that they were going to get the route. 

So, I would not feel that that was any advance information and it 
was just optimism. 

Mr. O’Donnetut. Now, Mr. Henderson, your group was. pressing 
to purchase Atlas Corp.’s stock at this time and they had this par- 
ticular Florida run before the CAB and it had been there for a long 
period of time. 

Why did you think that Atlas Corp. would sell to purchasers prior 
to the decision that might be rendered any day ? 

Mr. Henperson. Well, first of all, the examiner’s report came out 
in early April and it was so strong in its language that it became 
fairly obvious they were not. going to get the route and so Atlas 
had held on for such a long time that this would be a good time 
to sell. 

Obviously, if he waited until after it. was absolutely certain they 
were not going to get the route, then their price would be even lower 
than they would get if they sold it when there was still an outside 
chance they might get it. We did not think that the final decision in 
the case would come as early as the Ist of August when we first got 
into it. 

I think the memorandums we wrote indicated that it would be some- 
time in September or October before a decision would actually be 
reached. I don’t think it was until about the 20th of July or some- 
time in that area, when oral arguments had been heard and there was 
an indication or there was some policy statement that the Board hoped 
to recess for much of August because of the political conventions and 
so forth, and they were going to try to dispose of some of the major 
problems before the Board before they recessed. 

Mr. O’Donnetu. It seems to me that in buying Atlas Corp. stock, 
and Atlas Corp. was a sizable one, anyone doing so would have to 
spend a considerable period of time and here you had this pending 
oe coming up, which would mean a great deal to the Atlas 

= »., so I cannot understand w hy they might even consider selling. 

Mr. Henperson. I have not been involved in these cases before, and 

Mr. Clark has, but I think that a period of 3 or 4 weeks would not 
be an unusual period of time to negotiate such a purchase. 

According to our original timetable, if there was going to be no 
decision until September or October, we certainly had ample time. 
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Mr. O’Donne tt. On the basis of your interest in Northeast Air- 
lines and its possible finding of purchases, were you in contact fairly 
frequently with the Northeast Airlines situation ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnett. Were you in contact with the CAB Board as to 
their procedural methods as to when the decision might come out and 
so forth? 

Mr. Henperson. I think that I was, primarily on this, just from 
an automatic standpoint in Trans-American which was also a par- 
ticipant in this case, although they had no serious chance of considera- 
tion, really. 

This was one of the major route cases and I think anyone in the 
aviation industry kept generally familiar with where each of the 
major cases stood and for instance, there was a New York-Chicago 
case and there was a Denever service case and anybody who has any 
interest in the industry would keep abreast of where each of the cases 
stood. 

Mr. O’DonneEtt. Now, Trans-American was one of the persons who 
had filed an application for a route extension, and also Pan American 
and Northeast and Delta and so on, is that right? 

Mr. Henperson. That’s right. 

Mr. O’Donnett. There was a decision rendered by the CAB on the 
night of August 2 at approximately 9 o’clock at night, which was a 
secret decision. 

On August 3 you called Forrester Clark in Boston, Mass., and did 
you call him and advise him that the decision was 3 to 2? 

Mr. Henperson. Sir, if I can reconstruct factually what went on 
in that period, I would like to do that. 

Mr. O’Donne tt. All right. 

Mr. Henoverson. I believe the night of August 2, as I recall, I 
worked in my office and we had some litigation concerning Trans- 
American, and I was involved in it at the time, and I called Mr. 
Bowles about 8 o’clock at night, or sometime in that area. 

I am sure your records will check when it was and we had a further 
discussion on going ahead with the purchase. The next morning I 
met with Gillis Long and Harvey Spear at the Mayflower for break- 
fast to again discuss the purchase of Northeast, still feeling that 
Northeast was not going to get the route and still feeling that all of 
our efforts in this were going to be fruitful. 

I returned to my office sometime, I would say, around 9:30 or 10 
o’clock and I read the newspaper and the daily, which is the bible 
in the industry and I would say around 10:30 or maybe 11 o’clock or— 
the night before, incidentally, I drove home about 8:30 and went 
down to 14th Street over to Virginia where I live, all of the lights 
on the fifth floor in the Commerce Building were on, and that is where 
the CAB offices were, and it is obvious they were meeting. 

Also, the activities of the Board had been very much in the paper 
that week because they were holding hearings on the Grand Canyon 
accident case and they were going on all day long. This was a mat- 
ter of just 4 or 5 weeks after that collision and it was getting front- 
page attention and in all of the papers I believe that day, they had a 
witness who claimed to have witnessed the accident. 

So I knew that the case they were going to try to dispose of was 
this case, before the following week. I knew that they were probably 
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having a meeting that night because usually the lights aren’t on in the 
Commerce Building. 

I called Merrill tak Piece, Fenner & Beane, I would say around 
quarter of 11, and I could place it backward probably by the fact that 
when I called them and asked them for a quotation on Northeast stock, 
it was up something in the neighborhood of 114 points or something 
around that, 2 points, which to us 

Senator Jackson. How did you happen to call them ? 

Mr .Henperson. I called them several times a week because any 
fluctuation in price was important to us as a group. 

Senator Jackson. On August 3 it was just a routine call ? 

Mr. Henperson. It was more than routine, in that I knew a decision 
was very imminent. When the examiner’s report had come out in 
April, negative on Northeast, I think the stock had dropped 2 or 3 
points, and I knew the best way to find out what had happened was 
to watch the stock. 

Senator Jackson. How did you know the decision was imminent? 

Mr. Henverson. I said when the examiner’s report came out in 
April, and it was negative, the stock dropped. 

I knew that a decision was quite likely, first, from the fact that 
Northeast Airlines people said it was going to come out very soon, 
and, second, from the fact that it was generally familiar in Washing- 
ton, and I think it had been announced stating they were going to try 
to dispose of some of the major questions before they recessed, and I 
knew that I believe this was the last week they were going to hold 
meetings. 

Senator Jackson. Were you checking on the stock market to ascer- 
tain if maybe a decision had been rendered and was that the reason? 

Mr. Henperson. In part, and partly just to find out what the stock 
was doing. 

Senator Jackson. Did you call every day? 

Mr. Henverson. I would say about 2 or 3 times a week. Or I would 
either do that 

Senator Jackson. Was there any particular reason why you called 
on the morning of the 3d? 

Mr. Henverson. No, sir; other than a feeling that something might 
have happened. 

Senator Jackson. Did you talk with anyone about it? 

Mr. Henverson. No, sir; let me go ahead with my sequence here. 

I called them, and the stock was up, roughly, 114 points, and to us 
that meant $1 million in the purchase price. So it was fairly obvious 
that the stock would not have reacted that strongly. It had been mov- 
ing in a fairly narrow range of somewhere a quarter or an eighth of 
a point ever since late April, and it seldom moved out of the range 
of 8 to 9, and sales were three to five hundred shares or something like 
that a day, and probably not sales more than 3 days a week or 4 days 
a week. 

So it was fairly obvious that there was strong pressure on the mar- 
ket. So I assumed that there had been a decision made. At that time 
I called Mr. Clark in Boston, and I said it looks like there has been 
a decision and it looks like Northeast got it. 

And I told him, I believe at that time, that my guess was it was a 
3-to-2 vote, because we knew that there was only 1 person who was 
probably likely for Northeast, but there were 2 certainly against. 
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You see the Board is very much like a congressional committee. 
When you have a bill before a committee you can pretty mueh tell 
how someone is going to vote on it if it is a major issue. That is, in 
advance. For instance, Mr. Bricker is going to support the Bricker 
amendment, obviously. 

The same token, down at the Civil Aeronautics Board, people have 
certain philosophical positions and one member down there is a bug 
on subsidy and he will vote usually for anything that will take a line 
off subsidy and a couple of other members had strong philosophical 
views that. the industry should be composed of a handful of 5 or 6 
strong carriers and it was natural that they were not going to bring 
in another small carrier to further fragmentize the industry. 

Senator Jackson. But you had no information other than your own 
hunch based on the activity of the stock on August 3 ? 

Mr. Henperson. No, sir. 

Senator Jackson. That there had been a favorable decision on 
Northeast. You were looking at the market and in the light of its past 
behavior you were convinc ed that there had been a decision. 

Mr. Henperson. To my best recollection, I will say categorically—— 

Senator Jackson. No one tipped you off and you did not get any 
inside information ? 

Mr. Henprrson. T will say this categorically, that I discussed at no 
time, in any way, with any member of the Civil Aeronautics Board 
the Northeast case in any respect, and I discussed with no member of 
the Board, our interest in it. 

Senator Jackson. Or the staff ? 

Mr. Henperson. And I discussed with no employee and no member 
of the staff, with one exception. Some time subsequent to the de- 
cision, and IT would place it several days later, Raymond Sawyer, who 
was at that time Executive Director of the Board, called me. 

I believe he took the initiative in calling me. He asked me whether 
or not Trans-American was interested in acquiring control of North- 
east Airlines. I told him “No,” that they had been interested at one 
time, but were no longer interested and that I was connected with a 
group in New England that had been seeking to gain control. 

At that time Mr. Sawyer may have indicated that there was a 
decision in the case, but I am confident—— 

Senator Jackson. Before the formal decision ? 

Mr. Henverson. Before the press release? I am pretty sure it 
was. 

Senator Jackson. The official release ? 

Mr. Henverson. Yes, sir. 

Senator Jackson. Your talk with Mr. Sawyer then, was when? 
Between August 2 and August 10? 

Mr. Henprrson. Between August 3 and August 10, and T would 
place it sometime in early—in the next w eek, just offhand. 

Senator Jackson. Did he confirm to you that they had—— 

Mr. Henprrson. I don’t recollect him having said that, but there 
was so much newspaper attention to the fact at the time, as you recall, 
there were several stories in the newspaper about the stock moving up 
rapidly and that Northeast had gotten the route and this was a matter 
of common knowledge and he might have acknowledged the fact, but 
I am sure in my own recollection that if he had come to me and 
said 
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Senator Jackson. Other than Mr. Sawyer, in that conversation 
which was after August 3, you did not talk with any member of the 
Board ¢ 

Mr. Henperson. No other member and no staff member or no 
employee. 

Senator Jackson. Of the Civil Aeronautics Board, nor did you talk 
with anyone who may have obtained information through them as 
a so-called tip, that Northeast had the route? 

Mr. Henperson. I stated in my affidavit that neither directly or 
indirectly, neither through any third party or anyone else. And I 
don’t want to hedge on that, and I want to tell you exactly what. it is. 

Mr, Juttana. At the time that you talked to Sawyer on the tele- 
phone, Sawyer knew that the Board had voted in favor of Northeast 
Talos is that correct? 

Mr. Henperson. I don’t recall for sure, but I do recall this, and Lam 
trying to give you the sequence of events as they occurred in my mind: 
I am sure that if this was my first information on the decision, I 
would recall it as such now. If he made any reference to it, it was 
something that I already knew. 

Mr. JuLIANA. Sawyer was Executive Director of the CAB at. that 
time, was he not? 

Mr. Henperson. Yes, sir, and I would assume he is. 

Mr. Juriana. It is reasonable to assume that he knew that the 
Board had voted to give this award to Northeast Airlines? 

Mr. Henperson. At that time it was in the papers, I am pretty cer- 
tain of that. 

Mr. Juniana. Knowing that Northeast had received this award, why 
would he ask you if Trans-American Airlines was interested in buying 
Northeast Airlines ? 

Mr. Henperson. The only way I can answer this is to say that at 
that time, Aviation Daily, which is again the main trade journal here, 
had alleged that there was a conspiracy going on, as they called it, 
because they always use elaborate language, for Trans-American to 
gain control of Northeast. 

I think it was probable as a result of some articles stated by the 
Daily that ea his inquiry. 

Mr. Juniana. At that time you were on a retainer by Trans- Amer- 
ican Airlines? 

Mr. Henperson. Yes, sir. 

Mr. Jorana. Did your employer know that you were a member 
of a group that was trying to buy Atlas holdings in Northeast Air- 
lines ? 

Mr. Henverson. I believe so, sir, and they could answer it better 
than I can, but I am fairly certain they did. 

Mr. Jutiana. Did you ever tell your employer? 

Mr. Henperson. Yes, sir, I know I did it several times and so Tam 
sure it probably was prior to that time. 

Mr. Jurrana. Had Raymond Bowles ever been employed by Trans- 
American Airlines ? 

Mr. Hennverson. Yes, sir, he had been for a brief period. 

Mr. Jounrana. In what capacity? 

Mr. Henperson. He had done some public relations work late in 
the previous year, and early that year. 
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Mr. Juutana. Did the officials of Trans-American Airlines know 
that Raymond Bowles was in this enterprise to buy out Atlas holdings 
in Northeast Airlines? 

Mr. Henperson. It is hard for me to answer that. I don’t know 
that they did, but there was no reason why they shouldn’t. There was 
nothing in that. 

Mr. Juutana. The third member of this combine was Gillis Long? 

Mr. Henperson. Yes, sir. 

Mr. Juuiana. Had he ever been employed by Trans-American Air- 
lines? 

Mr. Henperson. Iam not sure. He might have on some legal work 
but that is outside of my field. Iam not certain. 

Mr. Juana. Trans-American Airlines had had quite a bit of 
difficulty in getting certificated ; is that correct ? 

Mr. Henperson. Yes, sir, that is an understatement. 

Mr. Juniana. So at this time you have two out of three members 
of a combine that are trying to buy out Atlas holdings in Northeast 
Airlines, who, one was employed by Trans-American Airlines, and one 
had been employed by Trans-American Airlines. 

Mr. Henverson. That’s right, sir. 

Mr. Juti1ana. There was no connection in your operation in this 
combine operation with Trans-American prior interest in buying out 
Northeast Airlines? 

Mr. Henperson. No, sir. 

Mr. Jux1ana. None whatsoever ? 

Mr. Henperson. No, sir. 

Mr. Juutana. You say that categorically ? 

Mr. Henverson. I say that categorically. I had not thought of 
the possibility. It is logical to assume it because obviously, my first 
interest was developed when I was working for Trans-American, in 
seeking for them to get control of it and it was an outgrowth in that 
respect, but it had no actual relationship. 

Mr. O’Donnexut. Mr. Henderson, going back to August 3, do you 
recall the time that you made the telephone call to Mr. Clark in 
Boston ¢ 

Mr. Henpverson. No, sir, I don’t. I could guess at it, and I would 
say it was roughly, my guess would be, around 11 o'clock. 

Mr. O’Donnett. This was based on what? 

Mr. Henverson. Well, as you will see from the records, we made a 
series of telephone calls and we were regularly calling Mr. Clark, and 
I was regularly calling Mr. Bowles. I would say in that period a 
couple of dozen calls to Mr. Bowles in several weeks, and five or six 
or seven to Mr. Clark. 

The primary purpose of the call was to tell him that there was great 
activity in Northeastern stock or apparently Northeast had gotten 
the route and it was my guess it was 3 to 2, and that we had been 
apparently wrong on our assumptions here. 

Mr. O’Donnett. Mr. Henderson, what was the basis for your tele- 
phone callto Clark? In other words, what had you heard or what had 
you done? 

Mr. Henperson. It is my best recollection that the only basis for 
that was my call to the brokerage house, to ask for current quotations 
on Northeast. At that time I know I got no indication of the volume 
of stock traded and as I recall, I knew only the price. 
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But I assumed that the volume was high because the price had 
jumped considerably. 

Mr. O’Donnett. Whoa did you call at Merrill Lynch? 

Mr. Henverson. I just called the office there and they also ask you, 
is it listed American or the big board and you just ask for a current 
quote and they give it to you. 

Mr. O’Donnetu. You do not know who you called ? 

Mr. Henverson. No. 

Mr. O’Donnett. You just received this information ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donne.u. You are positive that that happened ? 

Mr. Henpverson. Yes, sir, I am. 

Mr. O’Donnett. Do you recall what they told you the stock was 
quoted at, at the time of your telephone call ? 

Mr. Henperson. I don’t recall exactly, except that it was in the 
neighborhood, I would say, of roughly probably 1014 or something 
like that because I remember thinking that it was about $1 million 
and to us it was about a point and a half, about $1 million. 

Mr. O’Donnetu. Are you sure of that point ? 

Mr. Henperson. Fairly certain; yes, sir. 

Mr. O’Donnetu. You then called Mr. Clark and advised him that 
the Board decision was 3 to 2 in favor of Northeast? Is that right? 

Mr. Henperson. I said it looked like Northeast had gotten the route, 
and it was 3 to 2 and Mr. Clark said, “Well, that’s wonderful,” and 
more or less implied, “Well, that finishes up our interest in the case,” 
or something to that effect. 

He said, “Is it all right if I call Mr. Hamilton here at Northeast Air- 
lines,” and I said, “Well, they undoubtedly know this themselves and 
their transfer agents have probably already told them about the move- 
ment in the stock market.” 

Mr. O’DonneE.t. Now, your basis for telling Mr. Clark that the vote 
was 3 to 2 was a deduction that you had made based on the informa- 
tion you received ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donne.u. It was not any inside tip from anybody whether 
they were with the Board or not with the Board ? 

Mr. Henperson. To my best recollection ; yes, sir. 

Senator Jackson. Based on what you have said up to now, I take 
it that you called Mr. Clark on August 3, for two reasons: One, you 
knew that the decision was pending before the Board and based on 
what you have said you had reason to believe there would be an early 
decision ? 

Mr. Henperson. Yes, sir. 

Senator Jackson. That is point No. 1, is that right? 

Mr. Henperson. Yes, sir. 

Senator Jackson. And the second point was that you called the 
stock market people; was it Merrill Lynch? 

Mr. Henperson. Yes, sir. 

Senator Jackson. They are getting a lot of publicity up here. And 
you called the Merrill Lynch people and found out there was a lot 
of activity ? 

Mr. Henpverson. I did not find that out, I just found the price and 
I assumed there was a lot of activity because to raise 

Senator Jackson. You found the stock was active ? 
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Mr. Henperson. It had moved up, yes, sir. 
Senator Jackson. And based on those two points, you then put in 
a call to Mr. Clark in Boston ? 

Mr. Henverson. Let me point this out, sir, that I lad no interest 
in purchasing any stock myself, and I bought none at any time and 
I want to point out, that secondly, I never discussed with Mr. Clark 
any individual purchase by him, and I had no knowledge that he had 
purchased any. 

So this conversation was not in the frame of reference of an urgent 
call telling him of something that was happening right that minute 
or something like that. 

It was more a general advisory, as to how it affected our big opera- 
tion here. 

Senator Jackson. But you were calling him to tell him that you 
had come to the conclusion that Northeast had won the case and your 
two reasons were that, one, it was immediately pending and, secondly, 
the aetivity of the market. 

Mr. Henprrson. Yes, sir, that is right. 

Mr. O’Donnett. Did you eall Mr. Bowles in Mancliester, N. H. 
on August 3? 

Mr. Henperson. Yes, sir. 

Mr. O’Donneti. What time did you call Mr. Bowles? 

Mr. Henperson. Again, this is a guess, but I would say as I recall 
I tried to call him after IT called Mr. Clark and he was out and I went 
over and I saw Mr. Blakely for our regular staff meeting and I called 
Mr. Bowles somewhere around 12 o’clock,. something like that. 

Mr. O’Donnett.. What was the conversation that you had with Mr. 
Bowles? 

Mr. Henprrson. Pretty much along the same lines as with Mr. 
Clark, except that I said that, of course, Mr. Clark now felt that there 
was very little purpose in our group pursuing it now since Northeast 
had won the route, and apparently, the Board did not find objection to 
Odlum ownership. 

Mr. O’Donneti. Did you tell Mr. Bowles that the decision had been 
rendered in favor of Northeast on a 2 to 2 vote? 

Mr. Henperson. I think we went over the count of noses and said 
it must have been 2 to 2. 

Mr. O’Donnett. Did you tell Mr. Bowles on August 3, during this 
telephone call, that there was a 5-year limitation to the award which 
had been granted to Northeast ? 

Mr. Henperson. No, sir, I did not. I am sure we never got into any 
discussion like that. Prior to that time—Mr. Bowles doesn’t know 
too much about the aviation industry—and prior to that time I am 
sure that I said that in discussing what type of certificate was likely 
to come out of this case, Delta being a strong trunk carrier might have 
gotten a permanent certificate, but Northeast, because of the fact that 
when they have been granted the New York-Boston run, had done 
very unsatisfactorily on it, it was almost certain in line with the 
Board’s previous history to give them a temporary certificate. 

They had given the feeder carriers 5-year certificates and 3 years 
would be too short a time, and so I think that we have always expected 
that it would be a 5-year restriction on it. 

Mr. O’Donnett. Mr. Henderson, I am going to show you a letter 
from Mr. Clark, that I will not introduce at the present time and it is 
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from Mr. Bowles to Mr. Clark, and I would like you to read the second 
paragraph. The date of the leter is August 6. tai 

Mr. Hennverson. Yes, sir. Well, they refer to the possibility or 
restriction in the award requiring them to divest themselves of Atlas 
ownership. " : 

Now, in fact, there was no such restriction in the decision and this 
is not accurate. Mr. Bowles I think, we had had a discussion on the 
weekend, or Monday or sometime around then about the possibility 
of what could be done to still pry Odlum loose, out of this. 

Mr. O’DonnetL. Let me take it this way: The secret decision of the 
CAB Board of August 2, which was a 3 to 2 vote, also carried a 5-year 
limitation agreement on Northeast Airlines. 

Mr. Henperson. But you say point number two, which says and 
ordered Atlas to divest itself of this stock. 

Mr. O’Donnett. I am referring to point number 3. That is the 
section in the letter that refers to the 5-year limitation. That is what 
I am talking about. 

Mr. Henperson. Yes, sir. 

Mr. O’Donnetn. It says there would be a 5-year limitation and a 
strong criticism of management methods to date. In fact, the Board 
decision had no such criticism of management. 

Where did Mr. Bowles receive that information ? 

Mr. Henperson. I think that was only out of his discussions with 
me, either much prior to the decision, or some time early in that week. 

Mr. O’Donnetu. Could you possibly have discussed this with him 
on the third when you called him up? 

Mr. Henperson. No, sir. 

Mr. O’DonneEtt. When did you call him up between the third and 
the sixth 4 

Mr. Henperson. I am not certain; I went out to Chicago at that 
time because there was a convention going on out there and I think 
that I called him sometime earlier in that week. I would say probably 
Monday. 

Mr. O’Donnewu. Did you, in that conversation with him, discuss 
this 5-year limitation agreement ? 

Mr. Henperson. I think what we discussed was this: What restric- 
tions that were in the actual decision and I think what we were talking 
about was proposals that might be made after the case came out and 
there would be an appeal or motion for reconsideration and that sueh 
restrictions might be suggested at that time. 

Mr. O’Donnetu. Let me read this, and this is part of this letter of 
August 6, Bowles to Clark : 


As I understand it, the written opinion of the Board will contain a 5-year 
limitation on the award of this route during which the management will have 
to prove its right to merit the award of this highly competitive route, 

Coupled with this limitation, by way of explanation by the Board, will be a 
strong criticism of management methods to date. 

Is that accurate ? 

Mr. Henperson. Well, the last half of it isn’t, and I would say this 
paragraph was 50 percent accurate, and, in fact, there was a 5-year 
limitation. 

Mr. O’Donnett. Did you give this information to Bowles as a result 
of speculation or as a result of knowing something? 
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Mr. Henperson. No, sir; I never knew that. The 5-year limita- 
tion is roughly comparable to saying to you that you are going to 
get a license plate for your car and it will have a 1-year limitation, 
and it doesn’t take very much deduction to figure that out. 

Mr. O’Donnetu. Does the Board generally put a limitation of 
5 years on every decision they make? 

Mr. Henverson. In a case like this, sir, there were 5-year limita- 
tions on all of the feeder carriers, and there have been 5-year limita- 
tions on almost every route extension I know, except for the major 
trunk carriers, who were given permanent routes in many cases, and 
except for international routes, which were 7 years. 

But a 5-year limitation, I would say, would be the normal thing. 

Senator Jackson. Do you mean to say to the committee that this 
was just accurate speculation on the part of Mr. Bowles? 

Mr. Henperson. Well, it wasn’t very accurate speculation, sir; and 
he lists three points in here, and, first, he says that there is a 5-year 
limitation; and, second, there is criticism of the management methods 
to date; and, third, there is an order to divest itself from Atlas. 

Of those 3 points, 2 were not in the decision and only 1 was accurate. 

Senator Jackson. Maybe they were discussing it, and ultimately 
when they drafted the decision left it out. Is it not quite unusual 

Mr. Henverson. If they were discussing it, he had some source of 
information, then, because I had no knowledge that they were dis- 
cussing it. 

Senator Jackson. You had no knowledge about this 5-year limi- 
tation ? 

Mr. Henverson. No, sir. 

Senator Jackson. That is your testimony before the committee ? 

Mr. Henverson. Yes, sir. I think you certainly can ask the Board 
whether these things were discussed. 

Senator Jackson. We are going into it thoroughly. It is quite 
unusual, though, that they would have before the opinion came out 
one of the key points in this decision that the certificates would be 
limited to 5 years. That is not a normal CAB decision, is it? 

Mr. Henperson. Yes, sir; I believe it is. 

Senator Jackson. It is? 

Mr. Henoverson. Yes, sir. 

Mr. O’Donnetu. At this time, I would like to introduce for the 
record, Mr. Chairman, a 3-page communication we have received 
from the CAB which is marked “For official use only” and which the 
CAB members have agreed can be utilized by this committee during 
this public hearing. 

It is entitled, “Chronology of Instructions to the Staff, New York- 
Florida Case, to the Time of Executive Session on August 10, 1956,” 
and I specifically would like to read two parts. 

The Board gave the following additional instructions: Make Northeast cer- 
tificate temporary for a period of 5 years.” 

Then it set forth the vote of the Board and this relates to the 
discussion of August 2, 1956—— 

Mr. Henverson. On that 5-year point, I think there was one other 
thing that the committee should keep in mind and, of course, we were 
very interested in what Mr. Odlum’s position in Northeast was, and 
at the time of his testimony before the Civil Aeronautics Board in 
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this case he was asked whether or not they would keep control of 
Northeast if they were granted the route. 

To answer the chairman’s question earlier about why we were not 
interested in pursuing it, Mr. Odlum’s testimony was, if they got the 
Florida route, they would want to hold on to the Northeast Airlines. 

Mr. Juwiana. Previously you testified that Mr. Long talked to 
Mr. Stretch. 

Mr. Henperson. Yes, sir. 

Mr. Juniana. And Mr. Stretch said that anything that Atlas owns 
is for sale. 

Mr. Henperson. That was prior to the decision. 

Mr. Juwiana. Well, you are talking now about Mr. Odlum’s testi- 
mony before the Board. 

Mr. Henperson. Prior to the examiner’s report. 

Mr. Juniana. Well, we have a copy of Mr. Odlum’s testimony be- 
fore the CAB and I would like to read, if I may, Mr. Chairman, 
this testimony. 

Senator Jackson. Identify it. 

Mr. Juxtana. It is testimony before the CAB, dated June 22, 1955, 
and Mr. Odlum’s testimony which was made available to us by Mr. 
Durfee of the CAB. 

Mr. Henverson. I would like to remind the committee that this 
was prior to the examiner’s unfavorable report. 

Senator Jackson. This is the 1955 hearing and the examiner’s 
report was in April of 1956 ? 

Mr. Henverson. That’s right. 

Mr. Junrana. Mr. Odlum testified : 


For the most part of the 12 years that we have been a stockholder of North- 
eastern we have explored every possibility that would tend to strengthen that com- 
pany as an air carrier. We would never cease to explore every possibility. 

We think that the matter that is now before this Commission— 


and we are talking about the Northeast award and the New York to 
Miami route— 


we think the matter now before this Commission is the way to straighten out the 
affairs of Northeast and make it a strong company. 

What we would do if we should fail in this proceedings, I do not know today. 

Now, that was June 22, 1955, sort of at the initiation of this 
proceeding. 

Mr. Henperson. Yes, sir. 

Mr. Juuiana. At that time Mr. Odlum clearly indicates that they 
were not going to sell Atlas’ holdings in Northeastern Airlines, but 
you testified previously that Mr. Stretch, a vice president of Atlas, 
told you that they would sell anything that they hold. 

Mr. Henpverson. That is true; yes, sir. I was not present at that 
conversation. 

Mr. Jun1ana. There seems to be a conflict in what Mr. Stretch 
thought they would do and what Mr. Odlum thought that they would 
do. 

Mr. Henperson. To the chairman, I would like to remind him, also, 
that Mr. Odlum said in his testimony at this time, that if they were 
not granted the route, they would not sell Northeast, which was one 
more reason why we knew that if they got the Miami route, Northeast 
probably would not be for sale, but he also said that they would kee 
on to it for about 5 years, so it was always in the back of my mind, 
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too, of course, that the Board would, in order to keep control over the 
situation, not want to just award a route to Odlum, that he could use 
for speculative purposes and sel] im 5 years. 

They would want to put a time limit on it because he indicated he 
would be selling in that period. I think it is m there some place and 
he mentions a d-year period. 

Senator Jackson. The record will speak for itself. 

Mr. O’DonneELL. Mr. Chairman, the document that I have just 
identified, which is a chronology of instructions to the staff of CAB, 
IT would like to have that put in the record. 

N Senator Jacxson.. That has been identified. That will be exhibit 
vo. 15. 

(The document referred to was marked “Exhibit No. 15” for refer- 
ence and will be found in the appendix on. pp, 243-244.) 

Mr. O’Donnewu. At ithe time you talked to our staff, I believe that 
you indicated that the reason you knew about this 5-year limitation, 
was because of either articles that appeared in Aviation Daily or dis- 
cussions in the trade. Am I right? 

Mr. Henprrson. ‘That may be right. The Aviation Daily which 
went to press on the 6th or 7th I think it was the same day as this 
letter, and this was again 3 or 4 days before the decision was made 
public, and it hada thorongh report on what the actual decision was. 

Mr. O’Donneti. Where might. you have obtained this informa- 
tion?) Was it deduction by you or was it information that you re- 
ceived in the trade? 

Mr. Henperson. Well, I just don’t remember. Generally speak 
ing I base it on the fact that normally in a situation like this, the 
5-year limitation would be considered normal. It is sort of like a 
1-year limitation on a license plate fora car. 

Mr..O’Donnewit. Then, you didn’t lean at all on the article that 
appeared in the Aviation Daily ? 

Mr. Henperson. No, although, obviously I can’t separate in detail, 
but obviously if the Daily had the detailed story it had on the 7th, 
3.days prior to the official announcement on the 10th, much of this 
material must have been in very. common. discussion around the trade. 

’ But IT don’t reeall finding out anything that way. 

Mr.| O’Donnet. The first, issue of the Daily that had anything 
concerning the 5-year limitation was August 8. 

Mr. Henperson. That is the date it is dated and it is actually 
printed and mailed on the 7th. 

Mr. O’Donnexu. This letter of yours here, or of Mr. Bowles’ which 
relates to. the 5-year limitation, is dated August 6, 

Mr. Henverson. Yes, sir, but again I would point out to you that 
it refers |to several other limitations, which did not. exist in fact. 

Mr. O’Donneti. Now, Mr. Henderson, you made a number of tel 
ephone calls to Mr. Clark and Mr. Bowles from July 2, 1956, until 
September 6, 1956, is that correct ? 

Mr. Henperson. Yes, sir. 

Mr. :O’Donnexi. All of those telephone calls are billed by you to 
Trans-American Airlines, is that correct ? 

Mr. Hennperson. Yes. sir; they were billed to Trans-American’s ac- 
count, as I recall it. Normally speaking, the way it worked in our 
office was that the end of the month when the phone bill came, any 
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calls that were my own personal ones, | would check off and give a 
check to Trans-American Airlines, 

Mr. O’Donnetu. Did you actually give a check to Trans-Amer- 
ican on the basis of these phone calls ¢ 

Mr. Henperson. I can check that to be sure. I assume I did. 

Mr, O’DoNNELL. But you do not know that you did ¢ 

Mr. Henperson. I will check it and supply it to the committee. 

Mr. O’DonNELL, All right, fine. 

Did you have any reason to believe that the officials of Northeast 
Airlines knew what this award was on August 3 / 

Mr. Henverson. No specific reason, other than I was sure that 
they were as aware of what the stock market was doing as I was and 
they would probably be a lot more aware of it because it was their 
company, 

Mr. O’DonneE Lt. In the interrogatory that you gave the staff—— 

Mr, Hxenperson. | specifically remember Mr. Clark; he said “Is it 
all right if I call Hamilton Heard?” And I said, “There is no rea- 
son not to, but I assume they know.” 

Mr. O’DonneEtit. Why did you assume that Northeast knew ? 

Mr. Henperson. Only from the stock activity. 

Mr. O’DonneE tt. In the interrogatory that you gave to Mr. Duffy, 
on November 2, 1955, you stated that he, and that would be Clark, 
asked, 

Me at that time as I recall whether or not he said “Well, I will call, Northeast 
and tell them.” I sad, “Iam sure Northeast knows.” 

Mr. Durry. Why did you presume that? 

Mr. HENDERSON, | was sure Northeast already knew for two reasons: 

The first was the obvious one, with the transfer in New York which followed 
the stock, obviously a substantial volume of trading—and I don’t know how 
much was traded by 11: 380—-but watching the price movement in the past, 


t 


} wonld say to push that stock up that much, by that time, it would have 
taken 3,000 or 4,000 shares anyway, because the stock just didn’t move that far in 
relation to a purchase of 500 shares. 

That meant that somebody was feeding in $40,000 or $50,000 into the market. 
People don’t put that kind of money in unless they have a pretty good reason to. 

The other reason was just historically, that the Board decisions are generally 
known because they are so important to these carriers. .The two most active 
participants in the case were Delta and Northeast. Just by rule of thumb, 
I assume Delta and Northeast would know immediately. 

Did you tell that to Mr, Duffy ¢ 

Mr. Henperson, Yes, and I would say that is substantially my 
view on it. 

Mr. O’Donneti. Did you ever receive on anything in connection 
with Trans-American, any leaks from CAB? 

Mr. Henperson. No, sir, my work with Trans-American did not 
normally involve the Civil Aeronautics Board. T can’t recall having 
any. 

Mr. O’Donne tu. I would like to have identified and put in as an 
exhibit a Jetter from the Securities and Exchange Commission to this 
office under date of November 15, 1956, which quotes certain early 
purchases of stock on August 3. 

Senator Jackson. That will be marked for identification as ex 
hibit 16. 

(The document referred to was marked “Exhibit No, 16” for refer- 
ence and will be found in the appendix on pp. 244, 245.) 
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It is a letter of November 15 from the Securities and Exchange 
Commission signed by Edward G. Emerson, special consultant. 

Will you step aside for just a moment, please ? 

Senator Jackson. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Durry. I do. 


TESTIMONY OF LaVERN J. DUFFY 


Senator Jackson. State your name. 

Mr. Durry. My name is LaVern Joseph Duffy, and I am investi- 
gator on the Permanent Subcommittee on Investigations. My ad- 
dress is 123 Carroll Street SW., Washington, D. C. 

Senator Jackson. You have been on the staff continuously in that 
capacity ? 

Mr. Durry. I have been on this subcommittee staff since 1953 to 
the present. 

Mr. O’Donnett. Mr. Duffy, as a result of a subpena which you 
served on the telephone company, did you receive any telephone slips 
concerning Mr. Henderson ? 

Mr. Durry. Yes; I have examined the telephone toll tickets for 
Trans-American Airlines here in Washington, and telephone number 
District 7-1622. I find on the date of August 3, 1956, Mr. Henderson 
placed a telephone call to Mr. Forrester Clark in Boston in care of 
the H. C. Wainwright Co., 60 State Street, in Boston. This call was 
placed at 10:06 a. m. on that morning, and the call lasted for 9 
minutes, and the charge was $3.35. 

Mr. O’Donnett. Do you have the original slip of the telephone 
company with you? 

Mr. Durry. I do. And I also have the time stamped on the back 
by the telephone company. 

Mr. O’Donne tt. I would like to have the original toll slip from the 
telephone company introduced as an exhibit in this case. 

Senator Jackson. It will be marked for identification as “Exhibit 
No. 17.” 

(The document referred to was marked “Exhibit No. 17” for refer- 
ence and will be found in the appendix, on p. 245.) 

Senator Jackson. That isall. The witness is excused. 

Mr. Henderson. 


TESTIMONY OF LAURENCE G. HENDERSON—Resumed 


Mr. O’Donnetx. Mr. Henderson, I refer you to the exhibit that 
was just introduced, and I would like to have that shown to you. 

(A document was handed to the witness. ) 

Mr. O’Donnett. I am sorry. I did not mean that. I mean the 
exhibit that was introduced prior. 

Senator Jackson. That is exhibit 16. 

Mr. O’Donneti. That is the SEC letter. 

In looking that over you will see that it is a letter from the SEC 
which reports the early purchases of stock. The first purchase of 
stock there is listed as 400 shares by Merrill Lynch, which is in fact 
the error of Robert Oliver’s, and the time when that appeared on the 
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ticker tape was 10:04. The next transaction is after 10:06. Now, 
could you tell me what time you called Merrill Lynch and received 
any information as to the activity of this stock? 

Mr. Henverson. It is still my best recollection, sir, that it was 
around quarter of 11 or 11 o’clock. 

Mr. O’Donnewi. Do you question that telephone slip from the tele- 
phone company ¢ 

Mr. Henverson. No, sir, I cannot, and if that slip is accurate, then 
the only possible way I could have known about it—— 

Senator Jackson. How could you possibly have called, based on 
the written record here and not on someone’s recollection, how could 
you pomaeny have called Mr. Clark and told him that the stock was 
active ! 

Mr. Henverson. The only possibly way—I could not have done it 
with Mr. Clark. 

Senator Jackson. That is your testimony here. 

Mr. Henverson. This was my best recollection, sir. 

Senator Jackson. And the stock was sold at 10:04, and you placed 
a call at 10:06, and you say that the reason you were convinced that 
the decision was made was the market was active and you did not even 
know the market was active at that time. 

Mr. Henperson. There were two ways that I could have known 
about this decision. One would have been through the stock market, 
and I did know that, and it was the basis of my discussions with Mr. 
McClay, and it was also the basis of my telephone call to Ray Bowles, 
and I felt it was the basis of my discussions with Mr. Clark. 

Senator Jackson. You are sure that you are telling the committee 
that you did not have any inside information ? 

Mr. Henpverson. The only possible other situation, and as I testi- 
fied, Mr. Sawyer called me and, as I recall, took the initiative on it 
and asked me. 

Senator Jackson. Mr. Sawyer called you? 

Mr. Henperson. Yes, sir. 

Senator Jackson. When did he call you? 

_Mr. Henverson. To the best of my recollection, it was after that 
time. 

Senator Jackson. After what time? 

Mr. Henperson. I would say after 10 o’clock. 

Senator Jackson. You told us earlier that Mr. Sawyer called some- 
time after August 3. 

Mr. Henperson. That is my best recollection. 

Senator Jackson. It was the next week, and now are you saying 
that Mr. Sawyer called you on the morning of August 3? 

Mr. Henpverson. I do not recall it, sir, but it seems to me he must 
have a log or there must be some way of determining when he called 
me. 

Senator Jackson. We are asking you. It was your testimony a 
little while ago that you talked to Mr. Sawyer the following week, 
and you made that quite clear, and I asked you specifically about it. 
Do you wish to change your testimony ? 

Mr. Henpverson. Well, I would say this: Mr. Sawyer did call me, 
and we discussed Trans-America, whether they were interested in 
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the case, and the exact time of that call I would not want to state 
exactly. | 

Senator Jackson. It could have been prior to your call to Mr. Clark 
and to Mr. Bowles ? 

Mr. Henperson. I would be surprised if it were. 

Senator Jackson. How would you know about the activity of the 
market when the record here completely contradicts your testimony / 
You say you called Mr. Clark stating that the market was active, 
and the stock was just being sold at that very moment, the first block 
of shares, and the market was not active at the time. 

Mr. Henperson. I would agree with your logic, Mr. Chairman, 
if this telephone call 

Senator Jackson. It is not logic. It is just a matter of plain fac- 
tual record here, based on your own testimony, is it not ? 

Mr. Hennerson. I would say this, that the only other possible way, 
or the only source of information I would have would have been 
Mr. Sawyer. 

Senator Jackson. So Mr. Sawyer could have been the leak, is that 
right ? 

Mr. Henperson. If that was the basis of my call, yes, sir. 

Senator Jackson. It is obvious that the information that you had, 
based on this telephone record and based on the sales of the stock, 
had to be independent of the action of the stock market, because that 
is no longer a basis of justification for your contention. 

Mr. Henperson. Yes, sir. 

Senator Jackson. That is right? 

Mr. Henperson. Yes, sir. 

Senator Jackson. So that you have no doubt based on the informa- 
tion you now have, and your recollection, that Mr. Sawyer might 
have been the source of your information ? 

Mr. Henperson. Yes, sir. 

Senator Jackson. What is your answer ? 

Mr. Henperson. That would be the only other possible source if this 
telephone slip is correct, yes, sir. 

Senator Jackson. So that Sawyer presumably called you and gave 
you the information ¢ 

Mr. Henvrerson. That would have been the only other way I could 
have found out. ‘There was no other person I have talked to at the 
Board. 

Senator Jackson. Did he call you? 

Mr. Henpverson. He did call me, as I outlined the sequence of 
events here, that is my best recollection of it. 

Senator Jackson. So that it is your testimony now that based 
on that 

Mr. Henpverson. He did call me. 

Senator Jackson. Just a moment. I want to be fair with you and 
give you full opportunity to answer, but I want to put the question, 
and then you answer. 

It is your best recollection now, after you have had an opportunity 
of looking at that letter from the Securities and Exchange Commission, 
which gives the exact time of the sale of the first stock on August 3, 
400 shares, and based on the telephone call that you had put in, the 
official “ the original, and having seen both of those items it is 
now your best judgment that the information that you passed on to Mr. 
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Clark about the fact that you were certain that this thing had occurred, 
or that is the award to Northeast, came from inform: ation you must, 
have received from Mr. Sawyer ! 2 

Mr. Henperson, Yes, sir, if that telephone slip is correct. 

Mr. O’DonNnELL. Do you question the authenticity of that telephone 
slip ? 

Mr. Henpverson. It is not my recollection, sir. 

Mr. O’DonneEtt. But do you question the authenticity of the slip? 

Mr. Henverson. I éannot, unless there was an error in it, and I do 
not believe that there would be an error in it. 

Mr. O’DonneE LL. Let us take a look at the slip. 

Mr. Henverson. I saw the slip, and it was in ink, and it was 
stamped, and there was no question about it. 

Mr. O’DonneEtL. Well, the slip is as Duffy read it, and on the back 
is the time of the telephone call, which reflects that it was made at 
10:06 and lasted for 9 minutes, and completed at 10: 15. 

Mr. Henprrson. She showed it to me previously here; yes, sir. 

Mr. O’Donnett. Do you have any question in your mind as to that 
telephone slip / 

Mr. Henperson. I would say apparently that is correct. 

Mr. O’Donneti. Allright. Fine. 

Senator Jackson. Are there any further questions ? 

Senator Reverc ‘OMB. I want to ask a question there. The statement 
that you made of a 3-to-2 decision, when did you first tell anyone 
that this subject decision was 3 to 2 from the Civil Aeronautics Board ? 

Mr. Henverson. I do not know exactly, sir, and I cannot remember. 

Senator Revercoms. Did you tell Mr. Clark that in your conversa- 
tion with him ? 

Mr. Henperson. Yes, sir; I did. 

Senator Revercome. How did you know it was 3 to 2? 

Mr. Hrnprrson. Well, the knowledge that Northeast had gotten 
the route, and the deduction from that. 

Senator Revercoms. How is that? 

Mr. Henpverson. A deduction from the fact that Northeast had 
gotten the route. 

Senator Revercoms. Well, did you know that the decision was 3 to 2 
when you gave that information to Mr. Clark on August 3 in your 
telephone conversation with him ? 

Mr. Henperson. I did give him that information ; yes, sir. 

Senator Revercome. At 10:06 in the morning of August 3 you 
stated that the decision was 3 to 2. How did you know it? 

Mr. Henperson. Well, I would s say it was built up from the fact 
that however I learned of the decision of Northeast, it w m a result 
from that. It was building up the logic that there were 2 people 
against Northeast, and the only possible vote could have been 3 to 2. 

Senator Revercoms. Were you guessing? 

Mr. Henverson. I do not remember exactly the discussion, sir. 
Senator Revercomn. But you did make the statement it was 3 to 2 
in the decision, and your telephone conversation was at 10:06 on the 

morning of August 3? 

Mr. Henverson. I have testified to that; yes, sir. 

Senator Jackson. And you also found out from Mr. Sawyer on 
that day that there was this 5-year limitation ? 

Mr. Henverson. I do not recall discussing that. 
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Senator Jackson. Are you sure? 

Mr. Henperson. Yes, sir. I mean I am quite sure I would have 
remembered this. 

Mr. O’Donnett. You have in front of you an affidavit which you 
supplied for this committee under date of October 15, 1956, a sworn 
affidavit that is Mr. Clark’s affidavit. Do you have Mr. Henderson’s 
affidavit there? 

Mr, Henverson. Yes; I have it. 

Mr. O’DonneELut. What is the date of that ? 

Mr. Henperson. The 2d day of November 1956. 

Senator Jackson. The affidavit will be marked for identification 
“Exhibit No. 18.” 

(Document referred to follows :) 

I, Laurence Henderson, being first duly sworn, depose and say that between 
the dates of August 2 and August 10, 1956, I did not receive any information 
directly or indirectly regarding or relating to a decision of the Civil Aeronautics 
Board awarding to Northeast Airlines an extension of its air routes from 
New York to Miami, and that I have no knowledge or information whether 
any other person received information regarding the decision of the Civil 
Aeronautics Board between the aforementioned dates. 


Is there anything more to that affidavit that you have added in 
substance ? 

Mr. Henverson. I believe that I supplied you with a letter, sir, 
qualifying that. And I also believe that I said or testified that I 
had a telephone conversation with Mr. Sawyer on this matter. 

Senator Jackson. Why did you give that affidavit on that date? 

Mr. Hennerson. I gave it subsequent to an interrogation by Mr. 
Duffy. 

Senator Jackson. How do you account for your signing an affidavit 
saying that you did not receive any information directly or indirectly 
regarding the decision? How do you account for that? 

Mr. Henperson. That was my best recollection, sir. 

Mr. O’Donnewt. Mr. Henderson, your cover letter to us, in which 
you enclose this affidavit, is as follows. 

Senator Jackson. The letter will be marked for indentification “Ex- 
hibit No. 19.” 

(Document referred to follows :) 

NOVEMBER 2, 1956. 

Mr. L. J. Durry: I am enclosing the completed affidavit which has been prop- 
erly notarized. It is my understanding that the affidavit refers only to receiving 
information concerning the decision from a member of the Board or an employee. 
It does not refer to any information that was generally known in the industry or 
mentioned in the trade press. 

As you understand, I made the specific reservation that at sometime Mr. 
Raymond Sawyer, executive director of Civil Aeronautics Board, did call me 
and ask me whether or not Trans-American Airlines had any interest in acquir- 
ing Northeast. This call was made at sometime later than the early days of 
the decision. I would date it August 9 or August 18. Mr. Sawyer did not men- 
tion the Northeast decision at all, and he said only what I already knew. 

I do not completely recall the contents of the call, but I believe it was limited 
to his inquiry as to Trans-American’s interest. 


Sincerely yours, 
LAURENCE HENDERSON. 


Mr. Chairman, I would like to have the witness identify that copy. 
(The letter was shown to the witness. ) 

Senator Jackson. Do you identify that letter ? 

Mr. Henpverson. Yes, sir. 
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Senator Jackson. It is dated when? 

Mr. Henverson. The 2d of November. ' 

Senator Jackson. That is your signature on it? 

Mr. Henperson. Yes, sir. 

Senator Jackson. And you identify the affidavit, the photostat 
of it? 

Mr. Henpverson. Yes, sir. 

Mr. O’Donnetu. Was that affidavit, when you submitted it to us, 
true or false? 

Mr. Henverson. According to the records here, it is not accurate, 
sir. 

Mr. O’Donnett. It was false? 

Mr, Henperson. To my best recollection at the time, it was true, sir 

Mr. O’DonneELu. Mr. Henderson, I have here a telegram directed to 
Forrester Clark, of Boston, Mass., which is from you. 

Senator Jackson. That will be marked for identification as “Exhibit 
No. 20.” 

(Document referred to follows:) 

Mr. O’DonnELL (reading) : 

July 31, 1956. I would like to advance following thesis: As you have pointed 
out, if NEA gets favorable decision, stock will go up. If company application 
rejected, price will go down. ‘Present price perhaps slightly above fair price for 
present route structure but we are confident with equipment basis, new man- 
agement, could show a reasonable earning record. If Florida route obtained, 
present price far below selling price after decision. Believe your conversations 
with Lee and Sawyer will convince you that new ownership and management 
will assure a favorable decision on Miami route. Would it thus not be wise 
strategy to move for purchase now? 

Signed, “Laurence Henderson.” 

Mr. Chairman, I would like to have that identified by the witness. 

(A document was handed to the witness. ) 

Mr. Henperson. Yes, sir; I certainly know that. 

Senator Jackson. You identify the telegram as having been sent 
by you? 

Mr. Henperson. Yes, sir. 

Mr. O’DonNELL. What did you have in mind when you suggested 
to Clark in that telegram that he might contact Sawyer? 

Mr. Henperson. That was not my suggestion, sir. Originally Ray- 
mond Bowles, who was a member of our group, knows Mr. Sawyer 
fairly well. He is a longtime personal friend, and I probably met 
Mr. Sawyer no more than 4 or 5 times in my life. Mr. Clark's interest 
in the case, he thought, would be supported if he could call Mr. Sawyer 
and get his views, as [ recall, on the fact that the policy of the Civil 
Aeronautics Board was to grant route extensions to airlines on subsi- 
dies, and this was a consistent policy that he had pursued. 

Mr. O’DonnetL. Were you in touch with Sawyer on your plan to 
buy the Atlas Corporation stock ? 

Mr. Henperson. No, sir; I was not. I beliexe Mr. Bowles was. 

Mr. O’Donnexi. As far as you knew, how close were Bowles and 
Sawyer ¢ 

Mr. Henperson. They are very close and long friends. I do not 
think that they went to college together, they are a different age group, 
but they had known each other back in New Hampshire for a number 
of years. 
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Mr. O’Donnetu. And you predicated this telegram on the basis of 
information supplied to you by Bowles? 

Mr. Henverson. Mr. Bowles had suggested in correspondence, and 
1 think your committee has it, sev . al days before that, that Mr, Clark 
<all Mr. Sawyer on this matter. I do not know when it w as, but it 
was a week or so previous. 

Senator Jackson. Mr. Henderson, your group then, and by “your 
group” I mean 

Mr. Henverson. It is a pretty small group. 

Senator Jackson, I mean yourself and Bowles and Long w ere in 
close touch with Mr. Sawyer, either Bowles or part of your group? 

Mr. Henverson. Mr. Bowles, I believe, talked to Mr, Sawyer several 
times. 

Senator Jackson. Both before and after the decision was made? 

Mr. Henperson. I am not prepared to testify on that, sir. Iam not 
sure. 

Senator Jackson. Were you in touch with him prior to it? 

Mr. Henverson. I do not believe so, no, sir, The only time I think 
that I ever saw Mr. Sawyer at that per iod, I paid a call on him, I think 
it was later that month, to tell him that I was resigning from Trans- 
American to go with another company. 

Senator Jackson. Did Bowles leave instructions with Sawyer to 
have him call you if he were not around? 

Mr. Henperson. You mean to call me or to call him? 

Senator Jackson. I say did Mr. Bowles leave instructions with 
Mr. Sawyer to have him call you in the event he, Bowles, was not 
around ? I gather that Mr. Bowles and Mr. Sawyer, as you have indi- 
cated by your testimony, were old freinds, 

Mr. Henperson. Yes, sir. 

Senator Jackson. Do you know whether he left instructions to that 
effect ? 

Mr. Henpverson. I do not know, sir. 

Senator Jackson. That will be all for now, Mr. Henderson. You 
will remain under subpena, subject to the call of the Chair. The staff 
will get in touch with you in the event you need to be recalled. You 
are free to return to your oftice at this time. 

Mr. Henverson. I am free to go back to work ? 

Senator Jackson. Yes, and just remain available; and if you leave 
the city, let the staff know. 

Mr. Henperson. Yes, sir. 

Senator Jackson. We will call Mr. Forrester Clark, the nex! 
witness. 

Will you raise your right hand and be sworn. 

Do you solemnly swear that the testimony you are about to give will 
be ie truth, the whole truth, and nothing but the truth, so he ‘Ip you 
God? 


Mr. CriarK. I do. 
TESTIMONY OF FORRESTER A. CLARK 


Senator Jackson. Will you state your name and residence and 
place of business ? 

Mr. Cuarx. My name is Forrester A. Clark. My residence is Ham- 
ilton, Mass. My place of business is 60 State Street, Boston. 
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Senator Jackson. Will you indicate the nature of your business? 

Mr. Cuark. I am in the investment business. 

Senator Jackson. What is the name of the company ? 

Mr. Cuiark. H.C. Wainwright & Co. 

Senator Jackson. What is your office or position ? 

Mr. Cuark. [ama partner. 

Senator Jackson. A partner in that company ? 

Mr. Cuark. Yes, sir. 

Senator Jackson. You are aware that under the rules of the com- 
mittee you are entitled to counsel ? 

Mr. Cruark. That is correct. 

Senator Jackson. Do you desire to proceed without counsel ? 

Mr. CuarK. Yes; I do. 

Mr. O’Donnetut. Mr. Clark, on August 3, 1956, you received a tele- 
phone call from Mr. Henderson in Washington in which he announced 
that the CAB had made an award in the New York-Florida run case 
on the basis of a 3-to-2 vote, is that correct ? 

Mr. Crark. That is correct. 

Mr. O’Donnett. At what time did you receive the telephone call 
from Mr. Henderson ? 

Mr. CuarK. I received it in the morning of August 3. 

Mr. O’Donnett. Do you recall specifically what time it would be? 

Mr. Criark. I received two telephone calls that-morning in con- 
nection with Northeast Airlines. One was from Mr. Henderson, in 
which he said that the rumor was in Washington that it was a 3-to-2 
decision in favor of Northeast, and the other one was an interoffice 
call from my partner, Mr. Francis Ward. 

Mr. O’Donnett. Do you recall which was first ? 

Mr. Crark. I do not recall. I am honestly not sure which one 
came first. But I am certain that I made a purchase of the stock 
which I made of Northeast Airlines from the call I received from 
Francis Ward. 

Mr. O’DonnELL. Now Francis Ward is whom ? 

Mr. Criark. He is a partner of mine, and he is in charge of the 
order room and the board room. 

Mr. O’Donnetu. Francis Ward purchased 500 shares of North- 
east stock at 1014 for you, and he placed the order at 10:23 a. m. 
on August 3, is that correct ? 

Mr. CuarKk. Yes; that is correct. 

Mr. O’Donnetu. Mr. Chairman, I have here a photostatie copy of 
the purchase order together with a letter from Francis Ward, dated 
January 24, 1957, which I would like the witness to identify. 

(A document was handed to the witness. ) 

Mr. O’Donne tu. Do you identify that, Mr. Clark? 

Mr. Crark. Yes; that is a photostatic copy of the order that Mr. 
Ward put in. 

Senator Jackson. The photostatic copy of the order and a letter 
from Mr. Ward to Mr. LaVern Duffy will be marked “Exhibit 21.” 

(The documents referred to were marked “Exhibit No. 21” for refer- 
ence and will be found in the appendix on p. 246.) 

Mr. O’DonneEtx. Getting back to that purchase order, you received 
a telephone call, you say, from Mr. Ward ? 

Mr. CrarK. Yes, sir. 

Mr. O’Donnett. What did that call embrace ? 
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Mr. Cxark. Well, on July 31 I called Mr. Ward and told him that 


I was interested in buying: 1,000 shares of Northeast. Airlines and 
for him to buy it, taking his time and using his discretion. Around 
quarter past 10 on the morning of August 3, Mr. Ward called me and 
said that there had been considerable activity in Northeast Airlines 
and that at that time it was quoted 103¢-1084, and as it was up about 
a pow and a half he did not. want to take the responsibility of him- 
self going ahead with my original order, and what did I want to do. 
So I told him that I wanted to own some of the stock, and that I 
would like to try and buy it, buy 500 shares and for him to take his 
time and do the best he could, but not to reach for it. 

Mr. O’Donneutx. Do you recall the exact time of the telephone call 
to you from Mr. Ward? 

Mr. CruarKx. No, I do not; other than it was at a time when he gave 
me a quote on the stock that it was 1034-103,. 

Mr. O’Donnetx. That was a quotation? 

Mr. Crarxk. Yes, sir, and when he told me that, I told him to try 
to buy it as cheaply as he could and take his time. 

Mr. O’Donnett. I am presenting to you an exhibit, Mr. Clark, 
which is a telegram to you from Mr. Henderson on the 30th of July. 

Will you read that telegram to yourself, please ? 

Mr. Cuark. Yes; that is the telegram I received, and I thought I 
had received it on the 31st, but it is the one I referred to. 

Mr. O’Donnett. Was that wire the basis of your asking Mr. Ward 
to keep his eye on Northeast stock ? 

Mr. CrarK. Yes, it was. 

Mr. O’Donnett. I will show you this document, Mr. Clark. You 
are being shown, Mr. Clark, exhibit 17, which reflects a telephone call 
from Mr. Henderson to you at 10:06 a. m. on August 3. The call 
lasted for 9 minutes, and so it ended at 10:15. Your order for your 
stock was placed by Ward at 10: 23. 

Now, can you state that you talked to Mr. Henderson prior to your 
purchase of stock? 

Mr. Cuark. If this is accurate, I certainly did talk to Mr. Hen- 
derson prior to the purchase of the stock. 

Mr. O’Donnett. That is an authentic slip from the telephone com- 
pany that we have subpenaed, and it is the original slip. 

Mr. CuarK. There is no question about it then, that is correct. 

Mr. O’Donnext. Then you talked with Mr. Henderson prior to your 
purchase of stock ? 

Mr. Crark. That is correct. That is, if this is correct, and this is 
the first. I have seen of it, and I assume it is correct. 

Mr. O’Donnett. How much bearing would his telling you that 
the decision was 3 to 2 be on your purchase of stock ? 

Mr. Ciark. When Mr. Ward called me and told me that the stock 
was selling up about a point and a half, or giving me a quote on it, if 
I had received this telephone call before, the combination of the tele- 
phone conversation with Mr. Henderson and the fact that there was 
activity in the stock certainly led me to believe that the rumor that I 
had heard from Mr. Henderson had some merit in it, and I felt defi- 
nieny that I wanted to purchase half of the order that I had placed 
earlier. 

Senator Jackson. The committee will stand in recess until 2 o’clock. 

= at 12 noon, the committee recessed to reconvene at 
2 p. m. 
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AFTERNOON SESSION 


Senator McCiecxan. The committee will come to order. 
(Members present at the convening of the afternoon session were: 
Senators McClellan, Symington, and Revercomb.) 

Senator McCiettan. Mr. Counsel, proceed. 


TESTIMONY OF FORRESTER CLARK—Resumed 


Mr. O’DonNewx. Mr. Clark, were you interested in a partnership 
which was formulated by Raimond Bowles, Laurence Henderson, 
and Gillis Long to purchase or find purchasers for Atlas Corp., which 
controls Northeast Airlines? 

Mr. CuarK. No. 

Mr. O’DonneEtL. You were not interested ¢ 

Mr. Crarx. I was not interested in a partnership with them. 

Mr. O’DonneELL. Were you interested in their project or program ? 

Mr. Cuark. Yes, I was. 

(At this point Senator Jackson entered the hearing room.) 

Mr. O’DonnELL. Would you relate to us what your interest was? 

Mr. Cuark. Yes. About the middle of July a very close friend of 
mine called me up and asked me if I would see Mr. Henderson and 
Mr. Bowles? 

Senator Revercoms. The middle of July. Of what year? 

Mr. Cuark. Middle of July last year, 1956. 

And he said that they had discussed with him the problem of North- 
east Airlines and the possibility of their getting the run to Miami, 
and wanted to know whether I would like to talk with them. 

Senator Symrvetn. Who is Mr. Henderson and who is Mr. Bowles? 

Mr. Cuark. Mr. Henderson and Mr. Bowles are two men that I had 
never met before. They were two young men who came to my Office. 
One came from Manchester, N. H., and was in the public relations 
business, ‘and the other one said that he was—I think he said he was 
assistant to the president of Trans-American Airlines. 

They came into my office and they showed me the CAB examiner’s 
report, which criticized Northeast Airlines and said the reason that 
he had turned them down and had chosen Delta Air Lines was that 
Northeast was controlled by a special interest, New York Investment 
‘Trust, and did not have enough depth in management. 

I told both of the young men that I couldn’t agree with Examiner 
Moore, that I thought New Englanders should own a New England 
enterprise, and back in 1951 I had discussed this particular problem 
with both Mr. Gardner, who is a very good friend of mine, and presi- 
dent of Northeast Airlines, and Mr. Hamilton Heard, the treasurer, 
who also was a very good friend of mine. At that time they were 
discussing the fact that they would always be dependent on Govern- 
ment subsidy, unless they got a main route somewhere, and they felt 
the best one for them to try to get was the route to Miami, Fla. 

They discussed it with me oor asked my suggestion on it and I said 


I thought that if they were going to try for that run and apply for it 
they should make their plans ahead of time and they should take care 
of having a group of the right type of New England investors own 
stock in Northeast Airlines so that they could legitimately be a New 
England enterprise and could go to their Senators, and k 


epresenta- 
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tives, and governors, and not just be a New England enterprise by 
name. 

They agreed with me and they made a date for me to see Mr. Odlum 
of Atlas Corp. 

I went over to see him and he said that the CAB had ordered Atlas 
to divest itself of 1 of its 2 airline holdings, or aviation holdings. 

Mr. O’DonneEtt. When would this be now? 

Mr. CuarK. This was in 1951. 

Mr. O’Donnett. All right. Fine. 

Mr. Cuark. He said that they were debating about disposing of 
Northeast and keeping their Convair stock. I discussed the situation 
and told them that I had a lot of friends in Boston who I think would 
be interested with me if he would give me some time to work on it. 
He told me he would and I started to work on it and I had verbal 
placements of between 50,000 and 75,000 shares of the stock when he 
changed his mind and they disposed of their Convair and Mr. Gardner 
told me that the deal was off. 

So I dropped it and did nothing more until these two young men 
came in to see me. 

Mr. O’Donnety. What they did in effect was revitalize your inter- 
est in getting New England purchasers of Northeast stock ? 

Mr. RK. Thatis right. I told them at that time that I couldn’t 
believe more in the theory of New Englanders backing their enter- 
prises, I couldn’t agree more in what the examiner criticized, and it 
wasn’t any fault of Atlas. I said it was the fault of New Englanders 
who weren’t doing it, that I always made it a principle myself that if 
I went to my friends on an enterprise of this kind, that I own some 
stock myself, and with their approval I would like to take it up with 
Mr, Heard and Mr. Gardner. 

Mr. O’Donne tt. Asa practical matter you were opposed to the pur- 
chase of Atlas Corp. stock at that time, were you not, the time that they 
contacted you in July of 1956? 

Mr. Crarx. I wasn’t. I had revitalized my interest. I had no 
position at all except that I certainly felt then, and I feel now—and I 
think I back it up with the fact that my firm and 3 others in Boston 
underwrote over 100,000 shares of stock last December and placed all 
that stock through New England—I think it is important for New 
Englanders to own and back a New England enterprise and I think this 
is a good one. 

I am delighted with my own purchase of the stock. I purchased 
500 shares on the 3d. Ihave since purchased 500 more and I think the 
management is good, and I think in the long run, although I now have 
a loss of $2,000 on paper, I think I will come out successfully. It’s 
the kind of enterprise I like to get associated with. 

Mr. O’Donneti. These individuals, Henderson and Bowles who 
were you, were going to operate on the basis of a finder’s fee 
only ? 


Mr. Cuiark. After they had seen me and discussed this with me 
several times it seemed to me that I ought to tell them just where I 
stood on it, and I told them that my business was the investment busi- 
ness and the placing of securities; that from their point of view other 
than a finder’s fee I didn’t know where they could fit in the picture, 
so I asked them what their business was and when Mr. Bowles told me 
his business, I said, “Well, that’s very easy. If you do a good job 
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in your public relations work and if Northeast Airlines does get the 
run, there is no reason in the world they shouldn’t give you preference 
in New Hampshire for any public relations they need.” 

Mr. O’DonneEtt. In other words, Bowles as public relations man was 
looking for extra business and he might be affiliated with Northeast if 
this deal was successful ? 

Mr. Cuark. The only thing I can tell you is that I explained to them 
that from my point of view I couldn’t go into partnership with any- 
body but my own firm and I couldn’t legitimately pay them anything 
except a legitimate finder’s fee of maybe 5 percent of the commission 
if they brought a deal to me. 

I could, however, do anything I could to encourage Northeast Air- 
lines as a friend of Mr. Heard’s and Mr. Gardner’s if they did some- 
thing that was influential in helping them get out of the subsidy class 
and be in the position where they had a good legitimate run to some- 
place in the country 

Mr. O’Donnetx. Your thought actually as a broker was to find pur- 
chasers for the Atlas Corp. in New England; is that right? 

Mr. CrarK. I just would like to make that clear. It is not Atlas 
stock. It is New England Airlines stock owned by Atlas. That was 
my purpose. Where I felt I could come into the picture were two 
things. One is I happen to have 2 friends whom I had a great deal of 
respect for and who both had been top men in the aviation field and I 
recommended to Mr. Heard, because Mr. Gardner was away, that those 
2 men were 2 that he should take a look at in order to answer the 
examiner that they didn’t have depth in management. 

Senator Symineton. Mr. Chairman, I would like to ask a question. 
The question of Atlas stock has come up. This has not anything to 
do with Atlas stock, has it ? 

Mr. CrarK. No, sir. 

Senator Symrneton. It hasn’t anything to do with the Atlas Corp. 

Senator Jackson. Atlas Corp. owned 55 percent of the stock. 

Mr. Criark. They did own 48. I think they own 55. 

Senator Symineron. What stock was the stock you were asked to 
buy? The Atlas Corp. stock, or was it Northeast Airlines, or what 
was the stock ? 

Mr. Ciark. My thought was that I would go through Mr. Gardner, 
who is a very good friend of Mr. Odlum, back to Mr. Odlum, and tell 
him—this is what I told Mr. Heard, and told Mr. Heard I would like 
to have Mr. Gardner work out for me, that I was planning to go over 
to New York, which I subsequently did, and to talk with either Mr. 
Odlum or Mr. Irimescu, who was vice president of Atlas Corp. and a 
director of Northeast Airlines, and when I saw him I told him that I 
thought that he would be better off owning half of a good apple than 
all of one that might not be so good, and I said I thought that he 
would be very sensible if he would let me, and in the meantime had 
talked to several—— 

Senator Symineron. You can shorten it up a little bit for me. 
What stock are you talking about, the Atlas Corp. or Northeast? 

Mr. Crark. I was talking about Northeast Airlines stock owned by 
Atlas Corp. 

Senator Symincton. Did you want to buy it from Atlas? 

Mr. Cxiarxk. I wanted to distribute it from Atlas to people in New 
England, some part, enough of that stock so it didn’t look like Atlas 
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was the only person that owned it, and that there was substantial 
ownership of the right kind of people in New England. 

Senator Symrneron. You went to the people that controlled Atlas 
and asked them if you could get some of their Northeast Airlines 
stock that you could distribute on a fee basis presumably ? 

Mr. Crarx. That is correct. 

Senator Syminoton. Right. I understand that. 

Mr. O’Donnett. Mr. Clark, did you make any contact with Atlas 
Corp. during this period of time based on the contact made with you 
by Henderson and Bowles? 

Mr. Crark. I made a contact about the middle of August with Mr. 
Irimescu when I was in New York on my own business, on other busi- 
ness. I dropped in to see him and I told him just what I have told you 
today, and told him that I hoped he would let me go to work on it, 
and he said he was very sorry that he and Mr. Odlum were not satis- 
fied with the situation when they appeared before the CAB and that 
they had no intention of selling their stock. They were going to stay 
with it and they were going to take care of the necessary financing 
for new planes and they believed the stock ultimately would be worth 
substantially more money. 

Mr. O’Donnett. Did you make that contact with Irimescu on be- 
half of Bowles and Henderson, or on behalf of Trans-American ? 

4 Mr. Crark. I made it on behalf of myself and H. C. Wainwright 

0. 

Mr. O’Donnett. You did not make it on behalf of anybody else? 

Mr. Crarx. I did not. 

Mr. O’Donnewi. Were you in favor of the purchases of stock at 
this time, it being the position that Henderson and Bowles stock 
should be purchased at once? 

Mr. Car. It seemed to me that from what I understood the CAB 
had a meeting and had voted 3 to 2 in favor of Northeast for this run. 
I understood that it would be at least a month before that decision 
officially came down and that there was a very good possibility of some 
of the other applicants, to try to upset it, and it seemed to me that it 
was very important for Atlas and for Northeast itself to do everything 
it could within the period of time that was allotted to it to answer 
effectively the two criticisms that were made by the CAB Examiner. 

Mr. O’Donnett. Let me interrupt a minute. I am just striving to 
make one point. Prior to August 2, the vote of the secret decision, 
did you want to purchase the Atlas Corp. stock at that time, or did 
you want to wait until a decision had been rendered by the Board? 

Mr. CuarKk. I personally ? 

Mr. O’Donnewx. Yes. 

Mr. Ciark. I made up my mind on a number of telephone calls and 
that telegram that you showed me today that I wanted to go ahead 
with the deal, and it was a constructive deal for me to wale on. I 
also made up my mind that if I was going to do it I was a much better 
salesman in doing it if I went in with some money in my pocket, so to 
speak, where I owned some stock, and where if I went to some friend 
and said to them, “I think you should buy Northeast Airlines stock,” 
I have always taken the theory that if I owned some myself and I 
made money it is easier to offer, and that was the reason back in the 
latter part of July that I asked my partner to try to pick up a thousand 
shares for me. 
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Mr. O’DonnELu. Will you show him that letter? There is being 
presented to you a photostatic copy of a letter, and I would like to 
ask you to identify that letter as to date, to whom, and from whom. 

Mr. Cuark. Yes. Do you want me to tell you? 

Mr. O’DonneELL. Will you, please / 

Mr. Crarx. It is a letter that 1 wrote Mr. Bowles sometime on 
August 3, 1956. 

Mr. O’DonneELL. Will you tell me the date of the letter ? 

Mr. Ciark. August 3, 1956. 

Mr. O’DonneEtu. Will you read that letter, please? 

Mr. Crark (reading) : 


Dear Ray: Just a line to thank you for your nice letter of August 2. 

I just hung up from a very pleasant talk with Laurence Henderson, who tells 
me that a decision favorable to our friends was reached last night on a 3 to 2 vote. 

The stock is up two points today so that I guess we are not the only ones who 
know the news. I honestly don’t know what our next moye is and I would be 
very interested to get yours and Laurence’s thoughts when you have had time to 
think it out. I asked this of Laurence on the telephone and he said he thought 
he might like to be considered for a position in Northeast’s future expanding 
operations and I suggested that he drop me a line, giving me his qualifications 
plus several references. 

I would like to have your thoughts, too, as I have tried to do anything I could 
to be constructive and want to continue to do so. I know Hammy Heard will 
want to talk with Laurence Henderson and if you have any thoughts as to your 
own future, I know he would be delighted to talk with you also. 

I plan to be away Monday and Tuesday but on my return next Wednesday, 
if you have any thoughts, give me a ring. 

With best regards, 

Sincerely, 
(Sgd) Tim Clark. 
FORRESTER A. CLARK. 


Mr. O’Donnett. I would like to have that entered as an exhibit, 
id Senator Jackson. That will be marked for identification as “Exhibit 
No. 22. 

(The document was marked “Exhibit No. 22” for reference and may 
be found in the files of the subcommittee. ) 

Mr. O’Donnett. Mr. Clark, you have in front of you a photostatic 
copy of a letter of July 26. I wonder if you will identify that letter 
to the committee as to date, to whom, from whom, and so forth? 

Mr. Crarx. This letter is dated July 26, 1956, and it was written to 
Mr. Bowles by me. 

Mr. O’Donnett. Would you please read the last paragraph in that 
letter on page 2 ¢ 

Mr. Crark. On page 2, the only paragraph on page 2: 

I had no more than finished dictating this letter than I received a call from 
Mr. Laurence Henderson in Washington, agreeing that pur move—if any—should 
come immediately after the tentative decision of the CAB is known by him and 
you, about 2 weeks from now. 

Mr. O’Donnett. May I have that entered as an exhibit, please, Mr. 
Chairman ? 

‘ —— Jackson. That will be marked for identification as “Exhibit 
No. 23.’ 

(The document referred to was marked “Exhibit No. 23” for refer- 
ence and will be found in the appendix on p. 247.) 

Mr. O’Donnett., What did you mean by the tentative decision of 
the CAB as known by him and you? 
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Mr. Cuark. I understood that the members of the CAB would meet, 
had finished all of their hearings, and would have a meeting in due 
course within a short time. I understood, and I may be wrong on 
this as far as what the facts are, but I was told that that decision 
might be the final decision, that after that decision was made, that at 
least a month went by before the final report was made up and during 
that time there might be any possibility of any number of possible 
things happen. 

Mr. O’Donneti. Did you know that this so-called tentative deci- 
sion was not to be a final decision, or was to be a secret one? 

Mr. Crarx. I don’t know anything about it except what I was told 
by Mr. Henderson and Mr. Bowles, and I gathered from them that 
up until the final decision came down and was written out, that there 
was always a possibility of some rival applicant upsetting a decision 
that was first made. 

Senator Jackson. Mr. Clark, didn’t you feel that if a tentative 
decision was to be the basis for your moving on this matter it was 
going to be pretty much of a final decision because that was goin 
to be the basis on which you move in on the Northeast Airlines stock? 
Isn’t that right? 

Mr. CuarK. No, I don’t think it was. 

Senator Jackson. Why would you wait for a tentative decision then 
if a tentative decision wasn’t going to be pretty final? After all, 
you were advised on August 3 of this tentative decision and you 
bought stock on the basis of that. The matter was made quite clear 
to you that it might be called tentative, but for all practical purposes 
it was pretty final, was it not ? 

Mr. Crark. Actually back on I think July 26 or 27 I felt that I 
just honestly didn’t have the time to do the job that I ought to do 
and I felt that I was holding up Mr. Bowles and Mr. Henderson, 
and I thought I was wrong in doing so and I[ wrote and told them 
then that the time was against what I wanted to do and that they 
had better not wait for me. 

Senator Jackson. I am sure you will be very frank with this 
committee and we are not here to try to make it difficult for anybody. 
Witnesses can get themselves in trouble at these hearings. Some of 
them already have and I hope the witnesses will be completely forth- 
right. There is no violation of any law in being forthright. We are 
not looking into any violation of any criminal laws. I don’t know of 
any involved and I am sure you will be very fair and frank about 
this, but wasn’t it to your interest to know of the tentative decision 
because if other pond didn’t know about it and you knew about it, 
you would then be able to buy the stock at probably a normal price 
and at the same time you would know that Northeast’s future was 
going to be much brighter because they would be getting this route 
from New York to Miami? I don’t blame you for wanting to know 
it. You wanted to know it? 

Mr. Crarx. Of course I did. There was no question about that. I 
didn’t understand your question. I never asked for the call from 
Mr. Henderson. When he called me I never mentioned to him that 
I was buying any stock and he didn’t suggest that I buy any, but 
when I had an order previously to try to pick it up as cheaply as I 
could, it was only human nature that when I received his call and 
when I was told the stock was moving up, to tell my partner to try 


LEAKS OF CAB DECISION OF AUGUST 2, 1956 



























































hil 


LEAKS OF CAB DECISION OF AUGUST 2, 1956 107 


and pick up 50 percent of my order and then see what would happen 
after that. 

Senator Jackson. But it was important to you folks who were 
interested in taking over the stock held by Atlas, or at least a sub- 
stantial part of it, to be able to buy it at the lowest price possible? 

Mr. Cuark. If you were going to buy stock you would buy it as 
cheaply as you could and I did exactly the same thing. 

Senator Jackson. Certainly. 

Secondly, if you could get the advance information as to what the 
Board was going to finally do in a formal decision, you would be in 
a much better position to make that decision ? 

Mr, Crarx. That is right. 

Senator Jackson. When you refer to the tentative decision, it is 
the decision of the Board where they actually vote and then subse- 
quently have their staff draw up an opinion, which becomes a final 
opinion ¢ 

Mr. Crarx. That is correct. 

Senator Jackson. However, this tentative opinion becomes final 
when the vote is taken; isn’t that true? 

Mr. Ciark. When the vote is taken, of course, it is final. 

Senator Symrneton. I would like to ask a question if I may. You 
are in the investment banking business ? 

Mr. Criark. Yes; I am. 

Senator Symineron. Had you ever talked to any member of any 
Government organization like the CAB or the CAA at any time with 
respect to this stock? 

Mr. Ciark. No,sir. I know no one inthe CAA or CAB. 

Senator Syminaton. So all that you know is that some private 
citizens came to you and gave you some information, and under your 
rights as a businessman and in the nature of your business you acted 
to your best interest in that matter. 

Mr. CrarK. Yes, sir. The only thing I did was I made one tele- 
phone call to Mr. Heard, who was treasurer of Northeast Airlines, and 
I told him that Mr. Henderson had called me and had told me that 
the rumor was that it was a 3-to-2 decision the day before in favor of 
Northeast. Mr. Heard checked into it, and he said he hoped it was 
true, but they had no knowledge of it whatsoever. 

Senator Symrneron. My point is that in your activities as an in- 
- yestment banker, with money to be placed into a business or not be 
placed, your only activities were with private citizens who came to 
vou with information, accurate or inaccurate. In no way have you 
been in touch with anybody in any of the agencies, executive agency 
or quasi-judicial agency, of the Government that had anything to do 
with this matter; is that correct? 

Mr. Crark. That is absolutely correct. 

Senator Symineron. Thank you. 

Senator Jackson. You recall the affidavit ? 

Mr. Crark. Yes; I do, sir. 

Senator Jackson. And you can identify that? You signed that? 

Mr. CrarK. Yes; I did, sir. 

Senator Jackson. What is the date of that ? 

Mr. CuarKk. The date of this is the 15th day of October. 

Senator Jackson. That will be marked for identification as ex- 
hibit No, 24. 











108 LEAKS OF CAB DECISION OF AUGUST 2, 1956 
(The document referred to was marked “Exhibit No. 24” for refer- 
ence and will be found in the appendix on pp. 247-248.) 

Senator Jackson. I think you realize that you made a mistake at 
the time you signed it. 

Mr. CiarKx. No question about it, and I am sorry. 

Senator Jackson. And I want to say to you, Mr. Clark, I think you 
have been very forthright about this. It makes it a lot easier for the 
committee to just try to get what went on on this day and what went 
on in connection with the hearings, and I want to commend you for 
being forthright with this committee in saying in your own words what 
honestly happened as far as you are concerned. 

Senator McCie.tian. Mr. Chairman, I would like to inquire. 

Mr. Henderson is the one who gave you the information as to how 
the Board had voted on this case, is he ? 

Mr. CuarK. Yes, sir. 

Senator McCietxtan. When did he give you that information ? 

Mr. Cuark. He gave it to me on the morning of August 3. 

Senator McCietian. On the morning of August 3? 

Mr. Cuark. Yes, sir. 

Senator McCiextxian. And you relied upon it? 

Mr. CiarKk. Well, sir, I received—yes, I think that is fair. 

Senator McCietian. You relied upon it to the extent you acted ? 

Mr. Cuark. I got the telephone call. I also within a very short 
period got another telephone call from my own partner and the two 
together certainly made me think something was happening. 

Senator McCuievian. Did Mr. Henderson tell you how he got the 
information ? 

Mr. CruarKk. No, sir; he did not. 

Senator McCrie.ian. Did you ever inquire of him about it? 

Mr. Crark. I did not. 

Senator McCiexxian. It seems to me the natural thing would be if 
he called you up and told you he thought the Board had voted so and 
so you would want to know how he knew about it and where he got 
his information before you would risk making an investment on it. 

In other words, you know it is supposed to be secret. You knew 
that. And here the man calls you and tells you he has information 
or he understands the Board has already voted and here is what its 
decision is. Wouldn’t you want to check a little to make certain be- 
fore you began spending your money on it? 

Mr. Cuiark. I didn’t spend my money right away. I didn’t spend 
my money. I had an order in already to buy a thousand shares. It 
had been in for 2 or 3 days. Then after I received this call from Mr. 
Henderson I received an interoffice call from my partner—lI testified 
to this this morning—in which he said to me that the stock had moved 
up and that he could not take the responsibility without checking 
with me and what did I want to do then. I said to him, “Well, let’s 
try to pick up 500 shares anyway,” because my purpose was to buy in 
holding a thousand shares, which I now own, and I wanted to buy 
then. 

Senator McCietxan. In other words, you felt pretty confident Mr. 
Henderson knew what he was talking about. 

Mr. Cuark. I didn’t think that the price of around 10 to 11 was a 
wrong price to buy in looking ahead what to I hoped I would be able: 
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to accomplish if I could persuade Atlas Corp. to let me distribute 
some of their stock. 

Senator McCrie.ian. Had it become obvious to you that Mr. Hen- 
derson had some information as to what the Board was doing? 

Mr. Cuark. No; I didn’t think it did, sir. I don’t think I thought 
of it that way. He called up and he said the rumor in Washington 
was that it was a 3-to-2 decision in favor of Northeast. 

Senator McCrevuan. All right, Mr.Chairman. Iam sorry I wasn’t 
here this morning to hear this testimony. 

Senator Jackson. I think we clarified part of the matter this morn- 
ing in connection with Mr. Henderson. 

Senator Revercomb. 

Senator Revercoms. Mr. Chairman, I heard the testimony of this 
witness and I want to join the chairman in saying to the witness that 
you have been frank, clear, and have made a statement here that I 
feel will be very helpful to the committee in this matter. 

Mr. Crark. Thank you very much. 

Senator Jackson. Are there any further questions ? 

That will be all for now, Mr. Clark. You may stay on if you 
wish, or you may be dismissed if you wish to return to your home. 

Mr. Crark. Thank you very much. 

Senator Jackson. The next witness is Mr. Sawyer, Mr. Raymond 
Sawyer. 

il] you raise your right hand and be sworn, please ? 

Do you solemnly swear that the testimony you are about to give 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Sawyer. I do. 


TESTIMONY OF RAYMOND SAWYER 


Senator Jackson. State your name, your residence, and business, 
please. 

Mr. Sawyer. My name is Raymond Sawyer. I live at 2121 Vir- 
ginia Avenue NW. I am employed at the Civil Aeronautics Board. 

Senator Jackson. What is your position at the Civil Aeronautics 
Board ¢ 

Mr, Sawyer. Associate Director of the Bureau of Air Operations. 

Senator Jackson. You are aware that under the rules of the com- 
mittee you are entitled to counsel ? 

Mr. Sawyer. Yes, sir. 

Senator Jackson. Do you desire to proceed now without counsel ? 

Mr. Sawyer. Yes. 

Senator Jackson. You are ready to proceed ? 

Mr. Sawyer. Yes. 

Senator Jackson. All right. 

Mr. O’Donnetu. Mr. Sawyer, on August 2, 1956, were you the Ex- 
ecutive Director of the CAB? 

Mr. Sawyer. Yes. 

Mr. O’Donnett. That was a grade 17 position ? 

Mr. Sawyer. Yes. 

Mr. O’DonneEtut. You presently are Assistant Director of the Bu- 
reau of Air Operations with a grade 16; is that right ? 
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Mr. Sawyer. Yes. 

Senator Jackson. When was the change made? 

Mr. Sawyer. January 1957. 

Mr. O’Donnetz. Was that a result of the reorganization program 
over at CAB? 

Mr. Sawyer. Yes. 

Mr. O’Donnetu. Were you present at the meeting of August 2, 
1956, when the CAB voted 3 to 2 in favor of an award to Northeast 
Airlines in the New York-Florida run case ? 

Mr. Sawyer. Yes. 

Mr. O’Donnett. Did you leave the room during the evening before 
it adjourned ? 

Mr. Sawyer. Yes, sir; I did. 

Mr. O’DonnELL. What time did the meeting start ? 

Mr. Sawyer. 7: 30, approximately. 

Mr. O’DonneELL. What time did it terminate ? 

Mr. Sawyer. Between 10: 30 and 11, approximately. 

Mr. O’Donneti. What time was the vote of the Board on the 
award ¢ 

Mr. Sawyer. According to minutes of the meeting made by the 
recorder at the meeting the time would be approximately 9:10 p. m. 

Mr. O’Donnetxt. And what time did you leave the room? 

Mr. Sawyer. Subsequent to that. 

Mr. O’Donnett. Do you recall specifically when that might have 
been ¢ 

Mr. Sawyer. Between 9: 30 and 10 o’clock, probably. 

Mr. O’DonneEtt. Why did you leave the room ? 

Mr. Sawyer. I went to the toilet. 

Mr. O’Donneti. Did you go anywhere else? 

Mr. Sawyer. No, sir. 

Mr. O’Donnett. Did you confer with anyone outside of that room ? 

Mr. Sawyer. No. 

Mr. O’Donnett. Did you call anybody ? 

Mr. Sawyer. No. 

Mr. O’Donnett. Did you make any contact with any individual 
during that period of time? 

Mr. Sawyer. No. 

Mr. O’Donneti. After the meeting adjourned where did you-go? 

Mr. Sawyer. I went home. 

Mr. O’Donnett. Did you not first go to your office after the meet- 
ing adjourned ? 

Mr. Sawyer. Called my office ? 

Mr. O’Donnett. Didn’t you go to your office from the meeting 
after its adjournment ? 

Mr. Sawyer. Possibly, but I don’t remember for certain. My 
office is immediately across the hall from the Board hearing room. 

Mr. O’Donnett. Whom did you go home with? 

Mr. Sawyer. Myself. I drove my own car and had no passengers. 

Mr. O’Donnetu. Did you stop en route ? 

Mr. Sawyer. No. 

Mr. O’Donnett. Did you make any telephone calls en route? 

Mr. Sawyer. No. 

Mr. O’Donnett. After you arrived home did you tell anyone about 
this decision ? 
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Mr. Sawyer. No. 

Mr. O’Donnewu. Did you phone anybody about it ? 

Mr. Sawyer. No. 

Mr. O’Donnewu. During the evening of August 2 from the time 
of the termination of the Board meeting until you went to bed you 
had told no one about this decision; is that right? 

Mr. Sawyer. That is right. 

Mr. O’Downett. On the morning of August 3 what time did you 
go to work? 

Mr. Sawyer. Between 8: 30 and 9 a. m. 

Mr. O’Donnetu. Prior to your going to work and arriving at the 
office did you make any telephone calls announcing or telling anyone 
about the decision that had been rendered on the night before ? 

Mr. Sawyer. No. 

Mr. O’Donnetu. Did you contact anybody and tell them of the 
decision ? 

Mr. Sawyer. No. 

Mr. O’Donnetu. After you were in the office did you call anyone 
and advise them or him or he or her of a decision that had been made 
the night before ? 

Mr. Sawyer. No. 

Mr. O’Donnetu.. During the day of August 3 did you contact any 
individual and tell them what the decision had been the night before? 

Mr. Sawyer. No. 

Senator Jackson. Do you know Mr. Henderson ? 

Mr. Sawyer. Yes. 

Senator Jackson. Did you talk to Mr. Henderson prior to Au- 
gust 2? 

Mr. Sawyer. Prior to August 2? 

Senator Jackson. Yes. You had some conversation with him ? 

Mr. Sawyer. I have met Mr. Henderson once or twice in my life 
and that would have been prior to August 2. 

Senator Jackson. Did you talk with Mr. Henderson at any time 
between August 3 and August 10? 

Mr. Sawyer. I talked to him on August 10. 

Senator Jackson. Did you talk to Mr. Henderson on August 3? 

Mr. Sawyer. No. 

Senator Jackson. Did you talk to him on August 2 at any time? 

Mr. Sawyer. No. 

Senator Jackson. And you didn’t talk to him then until August 10? 

Mr. Sawyer. That is correct. 

Senator Jackson. What did you talk to him about ? 

Mr. Sawyer. I received a phone call on August 10 from the pub- 
lisher of American Aviation, which is a trade journal. I was told by 
the publisher of that publication that he had information—I will 
refer to my notes if I may, because I gave the Chairman of the 
Board—— 

Senator Jackson. If it helps to refresh your recollection. 

Mr. SawYer (continuing). A note on that. 

Senator Jackson. Were they made at that time ? 

Mr. Sawysr. Yes. 

Senator Jackson. These notes that you are going to use were made 
at the time that this occurred? Are these notes you dictated ? 

Mr. Sawyer. Yes. 
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Senator Jackson. You dictated them at that time ? 

Mr. Sawysr. That is right, and gave them to the Chairman and 
gave the committee staff a copy. 

I was told by the publisher of the magazine that he had evidence that Trans- 
American Airlines is trying to buy or that he has an agreement to buy or that 
it has an agreement to buy, Floyd Odlum’s stock in Northeast Airlines. He urges 
you— 
meaning the Chairman—he asked me to tell the Chairman that he had 
this information and asked me to advise the Chairman that in his 
opinion the Board should not put a press release out in the New York- 

orida case prior to the following Monday, or until his story was 
published. 

His evidence included correspondence from a Providence law firm, 
in which Bayard Ewing was a member. The correspondent identified 
Laurence Henderson and Raimond Bowles, who was in a New Hamp- 
shire public relations office, and Henderson of Trans-American Air- 
lines. 

Bowles had previously discussed with me his aspiration to organize 
a New eglind group to purchase Northeast Airlines and said at the 


time that he first contacted me that it had nothing to do with Trans- 
American Airlines. 

I, then, upon receiving this message, phoned Mr. Henderson to in- 
quire whether he was representing ‘Trans-American Airlines in this, 
or whether he was associated with Bowles. According to the note I 
dictated, Henderson advised me that he was leaving the company to 
go to work for Fairchild Aircraft Corp., and that he was not working 


or Trans-American Airlines in this connection. 

Senator Jackson. You say you called Henderson ? 

Mr. Sawyer. That is right. 

Senator Jackson. What day is this now? 

Mr. Sawyer. August 10, 1956. 

Senator Jackson. When was the decision handed down ? 

Mr. Sawyer. The press release was issued that day. 

Senator Jackson. Was this conversation that you had first with this 
other party prior to the public announcement ? 

Mr. Sawyer. You mean Bowles? Yes, Bowles contacted me about 
this early in July. 

Senator Jackson. I understand. But the call you had—was it from 
Aviation Daily ¢ 

Mr. Sawyer. Yes. 

Senator Jackson. Was that prior to the public announcement ? 

Mr. Sawyer. Yes. 

Senator Jackson. Then you called Henderson ? 

Mr. Sawyer. Yes. 

Senator Jackson. Were you mad at Henderson at that time? Did 
you indicate that you were mad ? 

Mr. Sawyer. No, I wasn’t mad at Henderson at that time. 

Senator Jackson. In your telephone conversation with him did you 
indicate that you were mad at all at him ? 

Mr. Sawyer. I don’t think so. 
_ Senator Jackson. All right. Did you get mad at Henderson later 
in connection with any matter shortly thereafter ? 

Mr. Sawyer. My only hesitancy is on the use of the word “mad.” 

Senator Jackson. Angry or provoked ? 
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Mr. Sawyer. Yes, I was peeved. I was peeved at this development. 

Senator Jackson. Tell us about your conversation with Mr. Hender- 
son, this call that you say you made on August 10, which was prior 
to the public release by the Board, is that right? 

Mr. Sawyer. I beg pardon ? 

Senator Jackson. You called Henderson and when you called him 
on August 10, that was prior to the public release by the Board of 
their decision in the Northeast case ? 

Mr. Sawyer. That is right. 

Senator Jackson. All right. Tell us about that conversation. 

Mr. Sawyer. I might say at this point, however, in connection with 
the phone call from American Aviation that the Aviation Daily had 
published the purported Board decision several days before this. 

Senator Jackson. It was not only published, but it was pretty well 
around the whole town, wasn’t it, on August 3 ? 

Mr. Sawyer. Yes. My call to Henderson was very brief. The 
Board was in session and I was very anxious to relay this message to 
the Chairman of the Board prior to the Board making a final de- 
cision on whether to release this order and I asked Henderson if he 
was connected with Trans-American in this enterprise and I told him 
about the report I had, and he said that he wasn’t, that he was work- 
ing with Bowles, and that was about the extent of my conversation. 

Senator Jackson. Nothing else was said? Did you indicate to him 
at the time what the decision was? 

Mr. Sawyer. No, I didn’t indicate to him what the decision was. 
It is possible that I may have told him that I had this phone call 
from the publisher of American Aviation and that that was why I was 
calling him. 

Senator Jackson. Are you sure you didn’t tell him it was a 8-to-2 
decision ? 

Mr. Sawyer. No. 

Senator Jackson. You are certain of that ? 

Mr. Sawyer. Yes, I am certain of that. 

Senator Jackson. You are sure you did not tell him that the Board 
had decided in favor of Northeast Airlines ? 

Mr. Sawyer. No. There would have been no occasion for me to 
have told him that and I didn’t. 

Senator Jackson. You are sure you didn’t tell him that the certifi- 
cate was to be for 5 years? 

Mr. Sawyer. No, I didn’t tell him. I didn’t discuss any of that with 
him. My conversation was much too short to have a general discus- 
sion. Mind you, the Board was in session. 

Senator Jackson. Then what were you mad about ? 

Mr. Sawyer. The Board had under contemplation the question of 
putting out this press release. 

Senator Jackson. What were you angry about ? 

Mr. Sawyer. When I later learned about this correspondence 

Senator Jackson. The correspondence is later. What were you 
angry about on the 10th? You admitted that you were provoked or 
angry. What were you angry about? 

Mr. Sawyer. This correspondence and this effort on the part of 
Bowles to purchase Northeast Airlines was used as a device to try to 
block the decision, and the phone call from the publisher of the 
magazine was a request for the Board to delay putting out its decision. 
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Senator Jackson. Mr. Sawyer, you are not sure that this conversa- 
tion that you are talking about now didn’t occur on August 3 ¢ 

Mr. Sawyer. Oh, yes, I am sure. 

Senator Jackson. You are ¢ 

Mr. Sawyer. I gave the Chairman a memorandum on it imme- 
diately, that same day. 

Senator Jackson. You mean the Chairman of the Board of the 
CAB? 

Mr. Sawyer. Yes, and I have given the committee staff a copy of 
this and any longhand note of my conversation with the seiliher 
of the magazine. 

Senator Jackson. But you really weren’t mad in connection with 
that particular conversation? That was another one, wasn’t it, later? 

Mr. Sawyer. No, I haven’t talked to Henderson at all about this 
either before or since. 

Senator Jackson. You only talked to him once after August 10% 

Mr. Sawyer. I talked to him on August 10 and I haven’t talked to 
him since. 

Senator Jackson. What other times have you talked to Mr. Hen- 
derson ? 

Mr. Sawyer. I met him about twice in my life I think. 

Senator Jackson. What other times have you talked to him on the 
telephone ? 

Mr. Sawyer. I haven’t. 

Senator Jackson. The only time you ever talked to Mr. Henderson 
in your life on the telephone was on August 10? 

Mr. Sawyer. Yes. Yes, that’s right. That’s the correct date. 

Senator Jackson. And a couple of other times you met him? 

Mr. Sawyer. And Henderson’s name was suggested to me by the 
publisher of the magazine that day. 

Senator Jackson. You are a very close friend of Mr. Bowles who 
was in this syndicate with Mr. Henderson and Mr. Long? 

Mr. Sawyer. I am a very close friend of Mr. Bowles. 

Senator Jackson. There is no question about that ? 

Mr. Sawyer. Yes. 

Senator Jackson. When did you first start talking to Mr. Bowles 
about the Northeast matter? 

Mr. Sawyer. That is hard to say. Bowles wrote to me a long time 
ago, perhaps January—the staff have the correct dates—and asked 
me to put in a word for him with Northeast Airlines for either a job 
on behalf of his public relations firm, and that is probably January. 

Senator Jackson. We want you to identify that document. Would 
you look at the photostatic copy of a letter there and identify it? 

Mr. Sawyer. Yes. It is dated January 16. 

Senator Jackson. 19 

Mr. Sawyer. 1956. It is addressed to me from Bowles. 

Senator Jackson. And signed by Mr. Bowles? 

Mr. Sawyer. Well, it probably was. 

Senator Jackson. Yes. I mean his name is typed below, but you 
recognize the letter that you received ? 

Mr. Sawyer. That is right. 

Senator Jackson. Where was it being mailed to! 

Mr. Sawyer. My home address. 








LEAKS OF CAB DECISION OF AUGUST 2, 1956 115 








Senator Jackson. This was official business, wasn’t it / 
it being sent to your office ¢ 

Mr. Sawyer. You will have to ask Mr. Bowles that. Perhaps he 
didn’t consider it official business. He asked me to recommend him 
for a job. 

Senator Jackson. Would you read the next to the last paragraph of 
the letter ? 

Mr. SawYer (reading) 


Why wasn’t 


How about. giving a careful sales talk to Gardner, when next you see him, and 
Foley (who I think liked me when he met me)? When you've done so, after a 
discrete time, I’ll make a concrete business approach. For gosh sakes, don’t 
mention North American to them. I’d drop N. A., of course, if I could work out 
a good arrangement with Northeast. Anyhow, all North American really wants 
me for is lobbying and factfinding, which, although I’m willing to do it in 
its proper perspective, is not a good bill of fare in the long run. Please stress 
my background, my knowledge of northern New England, our good publicity 
setup, out good staff, and only then mention my political connections. That’s 
the way it should be. 

Senator Jackson. Who is Gardner ? 

Mr. Sawyer. The president of Northeast Airlines ? 

Senator Jackson. What did you do about that paragraph of the 
letter ? 

Mr. Sawyer. Nothing. 

Senator JAcKson. You did nothing / 

Mr. Sawyer. That is correct; I did: nothing. 

Mr. O’Donnett. Did you at any time answer the letter? 

Mr. Sawyer. No, sir, I did not answer the letter and I did not rec- 
ommend him to Mr. Gardner, and I might at this point ask why you 
have me read the letter rather than the person who wrote it ! 

Mr. O’DonneELL. It is a letter to you and you are not going to ask 
any questions of us. 

Senator Jackson. You just answer the questions that we put to you 
and just answer them truthfully and you won’t have any problems. 

Mr. Sawyer. I have. 

Mr. O’DonneELL. Didn't you think it was highly unusual to receive 
such a letter from Mr. Bowles? 

Mr. Sawyer. It was not highly unusual for me to receive requests 
from people to recommend then: for jobs. I guess perhaps this is 
the first one I had received from Bowles. It’s the first one I recall. 

Mr. O’DonneLL. Hadn’t the Northeast Airlines New York-Florida 
‘ase been before the Board for some time before you received this 
letter ? 

Mr. Sawyer. At that time it was awaiting the examiner’s report. 

Mr. O’Donnett. Don’t you think if you did anything with regards 
to this letter in getting a job for Bowles, speaking to “the Northeast 
officials, it might. jeopardize their position or enhance their position 
in getting an award? You were an Executive Director of the Board. 

Mr. Sawyer. I don’t know what effect that would have had on the 
Board. The mere fact I had helped somebody get a job. I think the 
Board would make its decision independent of me. 

Mr. O’DonneEtu. Then you think you could have properly recom- 
mended this fellow for a job necessarily ? 

Mr. Sawyer. No, I didn’t say that. 

Mr. O’DoNNELL. You just in effect said it. Do you think you prop- 
erly could have recommended this fellow for a job? 
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Mr. Sawyer. No, I didn’t intend to say that. I intended to say 
only that I don’t think what I would have done would have had any 
effect on the Board’s decision. 

Mr. O’Donnei. Do you think it would have been proper to rec- 
ommend him for a position with Northeast? 

Mr. Sawyer. For me to have? 

Mr. O’Donnetu. Yes. 

Mr. Sawyer. Under those circumstances I think it would have been 
seesenry propriety on my part if I had recommended him for 
a job. 

Mr. O’Donnett. Then why didn’t you write to him and tell him 
you weren’t going to do it and state why ? 

Mr. Sawyer. i don’t know. I really don’t know why I didn’t 
write to him. I think I may have told him later when I saw him 
if the subject came up. I don’t remember. 

Mr. O’Donnewtt. Mr. Chairman, I would like to have that letter 
marked as an exhibit for the record. 

Senator Jackson. The letter of January 16 will be marked for 
identification as “Exhibit 25.” 

(The document was marked “Exhibit No. 25” for reference and will 
be found in the appendix on p. 248.) 

Mr. O’Donnewu. Mr. Sawyer, on April 6 you received another let- 
ter from Mr. Bowles which you have in front of you—at least you 
have a photostatic copy in front of you—the last paragraph of which 
says: 

So can you reread my letter of January 16 for the approach I suggest and 
mention me to Northeast, if and when: O. K.? 

Between January 16 and April 6 you did not communicate with 
him and he didn’t know that you had done anything on his behalf, 
is that right? 

Mr. Sawyer. I don’t know whether I had seen him between Jan- 
uary and April or not. I know I didn’t answer the letter. 

Mr. O’Donnett. Here you have a follow-up letter from Bowles 
which might put you in an embarrassing position with the Board; 
is that right? 

Mr. Sawyer. Yes, I think it could have, if I had recommended him 
for the position. 

Mr. O’Donnetu. Would you identify this letter as to date? 

. Sawyer. Dated on April 6. 

. O’Donnett. Whom is it to? 

. Sawyer. It is addressed to me. 

. O’Donnett. At your home? 

. Sawyer. Yes. 

. O'Donne tt. And signed by whom? 

. Sawyer. Presumably signed by Ray Bowles. 
. O’Donnewt. May I have that identified ? 

Senator Jackson. You recognize it as a letter that you received ? 

Mr. Sawyer. Yes, I do. 

Senator Jackson. It will be marked for identification as “Exhibit 
No. 26.” 

(The document was marked “Exhibit No. 26” for reference and will 
be found in the appendix on pp. 248, 249.) 
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Mr. O’DonneEtxL. When were you first contacted by Mr. Bowles con- 
cerning the proposed venture that he had with Henderson and Long 
to find purchasers for Atlas Corp. ? 

Mr. Sawyer. Bowles called me early in July about that and it 
would have been after the Fourth of July because I was away on mili- 
tary duty from June 15 through the Fourth of July holiday. 

Mr. O’Donnewy. At this time how much did Bowles tell you about 
their proposal ? 

Mr. Sawyer. Bowles told me that he was trying to organize a 
group of New England people to buy Northeast Airlines and he asked 
me when the oral argument was. Actually the oral argument was 
scheduled for the following week and was a matter of public infor- 
mation. 

Mr. O’Donne tt. Did he say that they wanted to buy Northeast 
Airlines stock ? 

Mr. Sawyer. Yes. 

Mr. O’Donnetyi. Or did he say they wanted to buy and purchase 
this for Atlas Corp. ? 

Mr. Sawyer. No, he didn’t mention Atlas Corp., I don’t think, and 
I might say in this connection I didn’t ask him. He volunteered as 
an early part of his conversation that he was acting on his own and 
that this had nothing to do with Trans-American or North Ameri- 
ean Airlines. 

Mr. O’Donnett. Did he mention Mr. Henderson to you in this 
phone call ? 

Mr. Sawyer. No, I don’t think he did. 

Mr. O’Donnetu. Did he mention Mr. Long? 

Mr. Sawyer. No, I don’t think he did. I don’t think he mentioned 
anybody that he was trying to get into the syndicate with him. 

Mr. O’Donnetu. Did he give you any details of their plan as to 
what they were going to do? 

Mr. Sawyer. To the best of my recollection the only thing he told 
me was that he was going to try to organize a group to buy the com- 
pany, and if he told me more than that I don’t remember it. 

r. O’DonnELL. What was your reaction to what he said? Were 
you sympathetic toward his views? 

Mr. Sawyer. My reaction was first that it was untimely, it was too 
close to the oral argument stage, it seemed to me that a man of Mr. 
Odlum’s standing who had carried this airline for some 12 years on 
a subsidy basis would be unwilling to sell it on the verge of a decision 
by the Board which might put him into one of the most lucrative 
markets in the United States. 

Senator Symrneron. Excuse me. What did you mean by sayin 
that Mr. Odlum carried it on a subsidy basis? The subsidy was pai 
by the United States Government ! 

Mr. Sawyer. Yes, but the company had been without profit for a 
period of time. 

Senator Symineron. In other words, inasmuch as Mr. Odlum had 
a loss in his portfolio in the Northeast Airlines the company was not 
operating at a profit. He didn’t subsidize. That is not the word you 
want to use, is it? He just had a poor investment in your opinion. 

Mr. Sawyer. The company was operating on a subsidy basis over 
a period of 12 years and here if they thought this route-— 
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Senator Symmneron. I understand all that, but you said something 
about Hr. Odlum carrying a subsidy. 

Mr. Sawyer. I perhaps said he had been carrying the company on 
a subsidy basis. 

Senator Symineton. I don’t quite understand. The subsidy was 
coming from the Government, was it not? It wasn’t coming from 
Odlum. 

Mr. Sawyer. That is true, the subsidy was from the Government. 
It was not a successful company. He had been carrying it in that 
sense. 

Senator Symrneron. And the subsidy went to the airline, did it 
not? It didn’t go to the Atlas Corp. 

Mr. Sawyer. That is right. 

Senator Symrneron. So what you really meant to say was that in- 
asmuch as Mr. Odlum had what had been over a period an unprofit- 
able investment you did not see why he wanted to sell it just at the 
time somebody, including himself, might think it was going to be 
profitable; is that right ? 

Mr. Sawyer. Yes. I will accept that correction. 

Senator Symineron. Thank you. I just didn’t understand what 
you meant by subsidy. 

Mr. O’Donnewi. Are you stating now that what you were thinking 
or what you said ? 

Mr. Sawyer. I don’t think I told him all that. I think the question 
was what was my reaction to it and I had another reaction that I 
would like to state, if I may, and that is that Bowles had never, to my 
knowledge, engaged in this kind of work. He had never headed up a 
company of any size that I know of. He had never organized a 
company to operate any business large or small that I know of, and I 
didn’t take his suggestion very seriously. It just on the face of it 
didn’t seem like a very practical thing. 

Mr. O’Donnetu. What did you actually say ? 

Mr. Sawyer. I think I told him—well, I told him of course when 
the oral argument was, and I think I probably told him that it seemed 
to me that this was untimely, but I am not positive that I stated that, 
and I can state a reason, if I may, why I am not positive. I had been 
away from my office for over 2 weeks, 214 weeks, and I had a stack of 
accumulated papers on my desk and had problems of my own, which 
would cause me to be a little impatient to listen to anything of this 
nature at that time. 

Mr. O’Donnewut. Did you disagree with Mr. Bowles on his 
proposal ? 

Mr. Sawyer. I may have told him that it seemed to me an untimely 
time to try to buy this company. 

Mr. O’Donneti. You are one of his closest friends. Why wouldn't 
you say to him, “Ray, now, this plan of yours stinks.” 

Mr. Sawyer. If he had been in my office and we had a chance to 
talk it over and discuss it I probably would have, but on a phone call 
in a busy office, my recollection is that my only impression was that 
it was untimely and I expect that I actually told him. 

Mr. O’Donnetit. When was the next contact you had with Bowles? 

Mr. Sawyer. Bowles called me later in July and asked me to call 
Mr. Clark in Boston. 

Mr. O’Donnett. Did you know Mr. Clark ? 
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Mr. Sawyer. No. 
Mr. O’DonneEti. Never met him ? 

Mr. Sawyer. Never met him and never had heard of him. 

Mr. O’DonnELL. Why did Bowles make this telephone call to you 
to call Mr. Clark? 

Mr. Sawyer. He can answer it better than I can, but I can tell you 
what he wanted me to tell Mr. Clark. 

Mr. O’Donnetu. If you will. 

Mr. Sawyer. He wanted me to tell Mr. Clark that the Government 
had a policy, or the Board had a policy, of getting airlines off subsidy. 
Oh, yes; he wanted me to tell him that it would probably be a good 
thing for New Englanders to control this company in view of the 
adverse report that the examiner made with regard to cha | stock 
speculation of the Atlas Corp. 

Mr. O’Donnetx. Control what company ? 

Mr. Sawyer. He wanted me to tell Mr. Clark that it would be a 
good idea for New Englanders to obtain control of this New England 
based company. 

Mr. O’Donnetv. You are talking about Atlas Corp. 4 

Mr. Sawyer. No. Iam saying that Bowles asked me to tell Clark 
that it would be a good thing for New Englanders to obtain control 
of Northeast Airlines—— 

Mr. O’Donnetu. All right. 

Mr. Sawyer. In view of the examiner’s adverse recommendation, 
which adverse recommendation was critical of the Atlas Corp.’s specu- 
lative purposes. 

Mr. O’Donnett. Did you call Clark? 

Mr. Sawyer. No. 

Mr. O’DonneEtL. Why ? 

Mr. Sawyer. Well, I guess for the same reason that I didn’t recom- 
mend Bowles to Northeast Airlines. 

Mr. O’Donneti. Why is that? 

Mr. Sawyer. I had no interest in promoting this sort of thing. 
I didn’t know Mr. Clark. It seemed to me that there might be some 
impropriety in my calling Mr. Clark and urging him or giving him 
reasons why he should buy an airline. 

Mr. O’DonnewL. I want to show you a letter which is not an ex- 
hibit, but will be introduced at a later date. I would like to read to 
vou from that letter, which is paragraph 3. This is a letter dated 
August 2, 1956, from Raimond Bowles to Forrester Clark. 

It has been our basic thought that no one can predict with accuracy what this 
initial decision will be. This is 1 of the 2 major reasons why I had hoped you 
will talk on a confidential basis with Ray Sawyer. On the basis of a long-time 
personal friendship with me, he will be exceedingly frank with you. He has 
New England’s interests at heart, just as you and I. He will provide an ex- 
cellent guide to your thinking in this highly volatile situation, I think, just 
as he confirmed my impressions last week. It is his job to organize these cases 
for decision and he has the best grasp of what’s going on. 

Could T have any comments that you care to make with regard to 
that particuls wr paragraph in that letter ? 

Mr. Sawyer. The letter is not written to me and it is not written 
by me. It is difficult for me to comment on it. The letter uses my 
name in a way which is obviously embarrassing to me. I don’t know 
what all of the statements in the letter mean. 
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I might say before commenting on it, however, that the person to 
whom it was addressed, Mr. Clark, did not call me and we never dis- 
cussed this. 

Senator Symrneron. Did you ever discuss with Mr. Bowles talking 
to Mr. Clark? 

Mr. Sawyer. Yes. Bowles called me and asked me if I would phone 
eo Clark, and I told him that I couldn’t do it. And I didn’t call 

im. 

Senator Symineron. Do you feel that your actions in this entire 
matter have been entirely proper? 

Mr. Sawyer. Yes, indeed ; and it is obviously embarrassing to me to 
be examined with regard to a letter which was not written to me nor 
by me and the meaning of which I don’t fully understand. 

Senator Symineton. And as a Government employee you have 
friends on the outside, as most of the people do in the executive branch. 
They are always trying to utilize their knowing, or occasionally try- 
ing to utilize their knowing, you to their own advantage. Is that the 
way you see this thing? 

Mr. Sawyer. Yes. As the staff knows from the whole pattern of 
these letters, there is a deliberate effort on the part of Mr. Bowles to 
either obtain employment or to obtain a client for his firm. As part 
of that he has boasted of his friendship with me. 

Senator Symineton. In other words, as you say, he is one of the 
many people around Washington today, who will be around tomorrow, 
who will try to capitalize on his knowledge and friendship with Gov- 
ernment employees in the executive branch in order to profit by con- 
necting up a business with the decisions of that branch; is that the 
way you see this? 

Mr. Sawyer. I think that is a fair statement; yes. 

I might say, and this may seem strange to you, that I nevertheless 
consider Bowles as a very honest person. I think, as this correspond- 
ence and which you have obtained from his files shows, in trying to 
sell himself and his company, his public relations firm, he has used 
the salesman’s license of overstating what it is he has to sell, and he 
has done it in this case. 

Senator Revercoms. Is that what we call puffing ? 

Mr. Sawyer. Yes. And I guess human nature has been that way 
for a long time because it goes back to the common law, even before 
they stated common law principles in England. The Latin expres- 
sion “caveat emptor” presumably is based on the fact that ever since 
Latin times salesmen have had a tendency to puff. 

Senator Symrneron. But you still feel that you have done nothing 
improper in any way with respect to this situation ? 

Mr. Sawyer. I haven’t, that is correct; and I did not contact either 
of these people. 

Mr. O’Donnewu. Mrs. Duckett, will you show him the letter of 
August 15% This letter is not an exhibit. It will be introduced at a 
later time. This letter is dated August 15, from Raimond Bowles to 
Laurence Henderson. I call your attention to the last part of the 
last paragraph, which states as follows: 

And above all, Ray Sawyer is mad as a hatter at you, so please get in touch 
right away. 

This refers to your anger on August 10 based on your conversation 
with Henderson as to the Aviation Daily, does it not ? 
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Mr. Sawyer. Not quite. Bowles was in my office a day or two 
before this was written. Earlier in the paragraph from which you 
read but which you did not read it says: 

The Daily— 
meaning Aviation Daily— 


The Daily article may or may not cure Ewing’s interest, and I won’t be able 
to find out until Ewing returns from San Francisco. 

Now, the Daily article to-which he referred is the Daily article 
of August 13, which is the article which the publisher called me about 
on the 10th. The article was written on the 10th, on Friday. It 
appeared on Monday, the 13th, over a dateline of Monday the 13th, 
and that was the article which identified Bowles and Henderson and 
Ewing and perpen some other people as trying to purchase Northeast 
Airlines a“ implying that they were fronting for Trans-American. 

That article appeared on Monday the 13th. Bowles came to Wash- 
ington when that article came out on presumably Tuesday the 14th 
and talked to the publisher of the magazine about the article, because 
it also used other names, I think. I have forgotten. I don’t have the 
article before me, but Bowles protested to the publisher of the article 
and he came to my office and at that time I reminded him that if he 
and his group had New England interests at heart they would not 
leak that correspondence to a magazine which could use it in such a 
manner as to stop the award of this route to the New England based 
airline. 

Mr. O’DonnELL. You felt that Henderson had been the—— 

Mr. Sawyer. I felt that Henderson was probably the one who did it. 

Mr. O’DonnELL. So you were angry at him as a result of that ? 

Mr. Sawyer. That’s right. 

Mr. O’Donneu. And that is what this refers to? 

Mr. Sawyer. Henderson presumably had a reason for doing it, if 
he did. I don’t know who leaked it, but I assume that Henderson 
did because he was the Washington man in this group and had been 
associated with Trans-American Airlines. 

Mr. O’Donnewu. You don’t know that he did? 

Mr. Sawyer. No; I don’t know that he did. 

Mr. O’Donnetu. And you were generally angry at him? 

Mr. Sawyer. Well, I was angry at Bowles too. 

Mr. O’DonneE LL. So that that is what this refers to in this letter ? 

Mr. Sawyer. That is right. 

Mr. O’Donnett. All right. 

Mr. Sawyer. Let me repeat, this was used by the publisher of the 
major trade journal in this field to try to prevent the Board from 
publishing that award to Northeast Airlines. 

Senator Revercoms. Did it have any effect? 

Mr. Sawyer. No; and I might say in this connection, as long as 
I am somewhat in the position of a defendant, at least I am being 
questioned closely about it—my memorandum to the Chairman of 
the Board, Mr. Durfee, on that day proves conclusively that. I was not 
helping Bowles or Henderson or any of the rest of the people in any 
particular, because my memorandum to the Chairman of the Board 
said that I think that the Board should put this press release out and 
not delay it, because of these rumors. 
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Mr. O’Donnett. And the Board did put the release out that day. 

Are you friendly with Mr. Henderson today ? 

Mr. Sawyer. I am neither friendly with him nor unfriendly with 
him. I haven’t talked to him since. 

Mr. O’Donnewi. And the only contact with him was this one tele- 
phone call ? 

Mr. Sawyer. That is right, and I contacted him because his name 
was given to me by the publisher of the paper. 

Mr. O’Donne x. And you had been in touch with Mr. Bowles on 
this entire situation. You have seen this correspondence before, 
haven’t you ? 

Mr. Sawyer. Yes. Everything you have shown me here I have 
seen before and I obviously have discussed this with Mr. Bowles. 

Senator Jackson. Did you give Mr. Bowles any information re- 
garding the details of the Northeast Airlines decision prior to August 
10? 

Mr. Sawyer. No, sir; and he didn’t ask me for any information and 
I did not call him and he did not call me. The only times that 
Bowles called me were the times when your committee has a record 
of early in July and late in July and he came into my office after this 
was published. 

Mr. O’DonneELL. From June 29, 1956, to August 2, 1956, you had two. 
telephone contacts with Bowles. You didn’t see him in person ? 

Mr. Sawyer. That is right; and I will tell vou why I remember 
them, if you want me to. 

Mr. O’Donne. Go ahead. 

Mr. Sawyer. The first call when I had just gotten back from mili- 
tary duty and I was swamped with papers on my desk. The second 
time when he asked me to call Forrester Clark. I remember the call 
very distinctly because I took it in my outer office at my secretary’s 
desk, people were coming and going and I was irritated at his re- 
quest and was in a hurry to terminate it then because that is not a 
convenient place to have a telephone conversation anyway. 

Mr. O’Donnewtt. No further questions, Mr. Chairman. 

Senator Jackson. Senator Symington. 

Senator Symineron. How many times have you ever seen Mr. Hen 
derson? Is hea friend of yours? 

Mr. Sawyer. No; he isn’t. 

Senator Symineton. When did you first see him ? 

Mr. Sawyer. I think the first time I saw Mr. Henderson was prob- 
ably when he was on the staff of the Senate Small Business Com- 
mittee, which would have been roughly 1953. 

Sentaor Symrneron. And that is when you first knew him ? 

Mr. Sawyer. That’s the first time I ever saw him. 

Senator Symineron. When did you see him again, roughly ? 

Mr. Sawyer. I don’t know. It is possible that he may have come 
to my office when he left the staff of that committee and went to 
work for Trans-American Airlines. I am not sure that he did, but 
he may have. 

Senator Symineron. When did he come to your office? 

Mr. Sawyer. That would have been whenever he left, probably 
about 1953, whenever he left the Senate committee staff and went to 
work for Trans-American. 

Senator Symineton. And what did he come to your office for? 
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Mr. Sawyer. He may have come over at that time to congratulate 
me on my appointment to the Board. I had literally scores of people 
that either called me up or wrote me letters or came in and shook 
hands with me and congratulated me at that time. 

Senator Symrnaton. Do you remember ever seeing him again in 
case he did go to see you at that time? 

Mr. Sawyer. I don’t recall seeing him again unless I might have 
seen him without being aware of it at some group meeting; or cock- 
tail party, or an industry meeting. 

Senator Symrineton. You never had a personal visit with him? 

Mr. Sawyer. No, and I am not an intimate of Laurence Hender- 
son. 

Senator Syamneton. Do you remember seeing him socially any- 
where? 

Mr. Sawyer. I don’t know. I have never been with him socially. 
I have never been in his house. I don’t know where he lives. I don’t 
know anything about him. And my situation with Bowles is the re- 
verse. I have known Bowles on a rather intimate basis over a period 
of 10 or 11 years. 

Senator Symineton. Thank you, Mr. Chairman, 

Senator Jackson. When did you first go to work for the Civil 
Aeronautics Board ? 

Mr. Sawyer. In 1938. 

Senator Jackson. 19387 

Mr. Sawyer. That’s right, and I worked for what is now the CAB 
in 1938 and 1939, and then transferred to another agency. I went in 
the service in 1942, came back in 1945, and then went to work for the 
FCC. 

I was elected national commander of the World War IT veterans 
group known as the AMVETS in 1946 and obtained a congressional 
charter which this Congress granted our group in 1946 and then I was 
in the Republican—I am making a long story of this, because I came 
back to the Board obviously—then I was in the Republican campaign 
in 1948 and I practiced law after that in New Hampshire in 1949 and 
1950, and after Korea I returned to the Department of the Air Force 
as a civilian, and I mention this because in both of those capacities it 
may be that some of the members of this committee will remember 
me. I met Senator Revercomb in West Virginia in the 1948 cam- 

aign and had breakfast with him, and as national commander of the 
AMVETS I had lunch with a group with Senator Symington at one 
time; so I have known both these gentlemen a long time and hope 
that perhaps they may remember me from those earlier days. 

Senator Jackson. These gentleman will be fair. 

Mr. Sawyer. Then I returned to the CAB in 1953. 

Senator Jackson. You went to work for the CAB in 1953? 

Mr. Sawyer. That is right; the second time. 

Senator Jackson. So that you were with the CAB 1938 and 1939, 
and then you went back in 1953? 

Mr. Sawyer. Yes. 

Senator Jackson. To the present time. 

Any further questions? 

Senator Revercoms. I have a question. 

Senator Jackson. Senator Revercomb. 
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Senator Revercoms. Just to inform myself,Mr. Sawyer, will you 
advert to a letter of April 6, 1956? 

Mr. Sawyer. Yes. I don’t have it before me. 

Senator Revercoms. Will you place a copy of that letter before the 
witness, please? That is a letter from Raimond Bowles, addressed 
to you, and there is a postcript attached : 


Please send me a copy of Wrenn’s ruling so I can study it. 


What was Wrenn’s ruling? 

Mr. Sawyer. Mr. Wrenn was the examiner in the New York-Florida 
case. And his examiner’s report was published about that time. I 
don’t know the exact date. 

Senator Revercoms. Did you send Bowles a copy of Wrenn’s ruling? 

Mr. Sawyer. I think I had one sent to him. 

Senator Revercoms. Did you write a covering letter with it? 

Mr. Sawyer. I don’t think I did. At least I don’t have a copy of 
any such letter in my files and I have looked to see if I have any copies 
of correspondence with Bowles in my file. I think that I just had 
the publications office send him a copy of this the same way as we send 
them to many, many other people wi ask for them. 

Senator Revercoms. You have searched your files to see if you have 
a copy of any letter that you might have written to Raimond Bowles 
and you sent him a copy of Wrenn’s ruling, and have you searched 
your files for such a letter ? 

Mr. Sawyer. Yes, and I don’t find one. I don’t think I wrote him 
a letter. 

Senator Jackson. Any further questions ? 

Mr. Sawyer, you may remain in the room. You will probably be 
recalled in a little bit and if you will stand by while we call another 
witness. 

Mr. Sawyer. May I make a comment on two things that were ask- 
ed me? 

Senator Jackson. You may make any statement you wish. 

Mr. Sawyer. I will only comment on the things that were asked me. 

I was asked if my grade used to be GS-17 and is it now GS-16, and 
I replied, “Yes,” and I would like to say that that was based on a rec- 
ommendation which I myself made to the Chairman of my Board sug- 

esting a reorganization which would in effect eliminate the job which 
was holding. 

Senator Jackson. Has the job been eliminated ? 

Mr. Sawyer. Yes. 

Senator Jackson. What was your previous job? 

Mr. Sawyer. Executive Director. 

Senator Jackson. There is no longer such a position ? 

Mr. Sawyer. No. 

Senator Jackson. And your present job stems from a recommenda- 
tion that you made to the Chairman of the Board recommending 
that you be downgraded from grade 17 to grade 16 and given this new 
position. 

Mr. Sawyer. That is right. 

Senator Jackson. So that it has nothing to do with demotion? 

Mr. Sawyer. To the best of my knowledge it doesn’t. It was my 
suggestion ; that is right; yes. 
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Senator Jackson. The Chairman; was he satisfied with your work? 

Mr. Sawyer. I think so. 

Senator Jackson. Has he been satisfied with it? 

Mr. Sawyer. I think so. 

Senator Jackson. I wouldn’t have asked the question except you 
have raised it. 

Mr. Sawyer. The second point, you asked me if I had left the 
room and was it before or after the Board had reached the decision 
that night, and I would like to say that I volunteered that informa- 
tion to the committee at the time I also volunteered much other in- 
formation to the committee in the way of leads as to how they might 
possibly solve this case and in that case that was a lead regarding 
me, which I volunteered for the committee. 

Senator Rrevercoms. One question. At that time, that is to say, 
August 2, 1956, you were Executive Director of the Civil Aeronautics 
Board? 

Mr. Sawyer. Yes. 

Senator Revercoms. It is very apparent here that information was 
gained either on August 2, August 3 of 1956, that there was a 3 to 2 
decision in this case, and that an award had been made to Northeast 
Airlines. Do you know of anyone who did release such information 
on August 2 or August 3, 1956? 

Mr. Sawyer. No, I do not, but I have given the committee every 
possible lead that I could think of that they might want to run down 
as to a possibility and I might say in my capacity as Executive Di- 
rector I felt that it was my responsibility to help trace this leak as 
well as other leaks. We have had them before, as the committee has 
been told, and once before a former Chairman of the Board asked 
me personally to investigate a leak involving a case in 1953 where the 
Chairman had made a special appeal to the members and the staff 
to not divulge it and a few days later it appeared in the press. 

Senator Jackson. Did you have any suspicions at all as to who 
might be involved in this so-called Northeast Airlines leak ? 

Mr. Sawyer. No, I can’t say that I have any suspicions. 

Senator Jackson. Did you make any effort to run it down in your 
‘apacity as Executive Director of the Board? 

Mr. Sawyer. Yes. I cooperated with this committee fully. I did 
some inquiring on my own and I referred 

Senator Jackson. You mean as Executive Director of the Board? 

Mr. Sawyer. To them a number of instances that I thought were 
worth looking into. 

Senator Jackson. Whom do you refer to? The Board? 

Mr. Sawyer. No. To Mr. Duffy. 

Senator Jackson. You are Executive Director of the Board. I 
presume you knew or should have known that on August 3 there was 
a pretty big rumor going around town about this decision. 

Mr. Sawyer. Yes. 

Senator Jackson. Did that cause you any concern ? 

Mr. Sawyer. Yes. 

Senator Jackson. What did you do about it? 

Mr. Sawyer. Well, it was discussed in the Chairman’s office I think 
that very same day and as I recall it was that same afternoon that 
I mentioned it to Mr. Durfee, and I might say in this connection that 
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although there has been a history of leaks and it has been taken for 
granted that for years the people at the Board operate in a fish bow], 
that this probably was the most serious one. At least it’s the first one 
I ever heard of where as a result of these leaks there was an increase 
in stock and subsequently 

Senator Jackson. What did you do about it? 

Mr. Sawyer. I cannot take credit for recommending the system 
that Chairman Durfee has since adopted, but I did endorse it and 
I did promote it and that is the system which I think has cured this 
problem and that is the present practice of the Board that Chairman 
Durfee inaugurated with the full Board’s approval, to put out a 
press release announcement immediately upon the Board reaching a 
decision in these cases. 

Senator Jackson. Mr. Sawyer, maybe you misunderstand me. I 
think what you are talking about is corrective procedure. I am asking 
you once again to indic: ate to the committee what you did to run 
down the source of this leak, as Executive Director. I think you may 
have misunderstood me. 

Mr. Sawyer. Oh, yes. No, but I thought of something else. I did 
recommend to Chairman Durfee that he contact the Securities and 
Exchange Commission and I think Mr, Durfee will bear me out on 
that. As far as I know I was the first person who made the recom- 
mendation to him. 

Senator Jackson. You recommended to Mr. Durfee, the Chairman, 
that he contact the Securities and Exchange Commission. When was 
that? What date did you recommend that ? 

Mr. Sawyer. That would be the following week. It would be 
later—you see, this stock market activity was on Friday, so that would 
have been the ‘following week, 

Senator Jackson. Let me ask you this: Are you sure that maybe 
Mr. Durfee didn’t ask you what agency should look into this matter? 

Mr. Sawyer. Well, I remember that we had a discussion of the 
SEC and the FBI in connection with this. 

I might say in that background that Chairman Rizley of the year 
before had suggested cs alling the FBI. 

Senator JacKson. What I am trying to get at is, isn’t it a fact that 
Mr. Durfee asked you what agency should look into this, or is it that 
you suggested to Mr. Durfee “what agency? Can you tell us? 

Mr. Sawyer. I obviously don’t w ant to be in Sonifict with any testi- 
mony you may have from the Chairman of my Board, but to the best 
of my recollection I suggested to him 

Senator Jackson. Just a minute now. All we want is you to tell 
us very truthfully what happened. You would certainly know. This 
was a big event around town and you were concerned about it. 

Mr. Sawyer. To the best of my recollection I made the suggestion 
to him. 

Senator Jackson. You made the suggestion to Mr. Durfee? 

Mr. Sawyer. That is to the best of my recollection. 

Senator Jackson. What suggestion did you make? 

Mr. Sawyer. To call the SEC to find out who bought this stock 
as a means of investigating it from there. 

Senator Jackson. What else did you suggest ? 

Mr. Sawyer. I think that’s all I suggested. 
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Senator Jackson. What did you do within the agency, CAB, to run 
down the source of this leak? You were convinced there was a leak, 
weren't you ? 

Mr. Sawyer. Yes. 

Senator Jackson. You are the Executive Director. What are your 
duties with the Board ? 

Mr. Sawyer. My job is essentially that of a staff director, to carry 
out the Board orders and carry out Board policy. 

Senator Jackson. And these people are under you, are they not? 

Mr. Sawyer, Yes. 

Senator Jackson. What did you do in this capacity that you held 
at that time to run down the source of this leak? Just relate that to 
the committee. I think you testified that you cooperated with the 
staff and made suggestions. That was sometime after all this, How- 
ever, What I want now is a statement from you as to the precise steps 
that you took in your capacity to run down ‘the source of this leak. 

Mr. Sawyer. After suggesting that we first find out who bought the 
stock as a means of starting the investigation, when we found out who 
bought the stock we then decided, and I said—well, I don’t know 
whether I have suggested that to the Chairman or he did, but we then 
decided after a number of conferences to then turn it over to the FBI 
because we don’t have—— 

Senator Jackson. Did you interrogate the people that were in 
attendance? 

Mr. Sawyer. No. Assoon as we got the list from SEC we turned it 
over to the FBI and asked them to do it. 

Senator Jackson. Just answer the question. 

Mr. Sawyer. No. I amsorry. I intended to say no. We did not 
interrogate employees ourselves. 

Senator Jackson. Wouldn’t that be the first step ? 

Mr. Sawyer. That would be one way of doing it, but we have done 
that before at the Board with negative results. 

Senator Jackson. What you did then was to turn over the stock 
list and that to the FBI and you did not interview any of the people 
who were present the night of the decision ? 

Mr. Sawyer. That is right, and the Board itself made the deter- 
mination not to conduct its own investigation. 

Senator Jackson. Not to conduct its own investigation ? 

Mr. Sawyer. That isright. It decided to turn it over to the investi- 
gating agencies of the Government. 

Senator Jackson. When was that decision made? 

Mr. Sawyer. That week. 

Senator Jackson. Which week ? 

Mr. Sawyer. The week following the leak. 

Senator Jackson. After the date of August 3? 

Mr. Sawyer. I think it was that week. It would have been the 
following, but I think it was the very next week. 

Mr. Ju“ttana. When did you first learn that Raimond Bowles was 
interested or was a member of a syndicate that was interested in 
obtaining control of Northeast Airlines? 

Mr. Sawy ER. He called me right after the 4th of July and said that 
he was going to try to get together a group to buy Northeast. 

Mr. Juutana. Had the Wrenn report been issued as of that time? 
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Mr. Sawyer. Oh, yes. The Wrenn report had been out since 
April. 

r. Juntana. At that time did you also know that Larry Hender- 
son was a member of this syndicate ? 

Mr. Sawyer. No. I don’t think that I heard Henderson’s name 
mentioned in this connection until I got the phone call from the 
publisher of American Aviation. 

Mr. Juntana. At that time you were Executive Director of the 
CAB? 

Mr. Sawyer. Yes. 

Mr. Juuiana. In that capacity what did you officially do as far as 
notifying any members of the CAB of that action on the part of 
Bowles? 

Mr. Sawyer. I notified the Chairman with this memorandum 
which the staff has—— 

Mr. Jutzana. Wait a minute. We are in July now, of 1956. What 
did you do when you learned that Raimond Bowles was involved in 
this syndicate as far as advising any member of the CAB? 

Mr. Sawyer. I don’t think I mentioned it to Chairman Durfee 
early in July when I got the first phone call from Bowles. 

r. JuLiANA. When did you first mention it to any member of the 
CAB? 

Mr. Sawyer. I never discussed it with any of the members except 
the Chairman, and at some later time I recall mentioning to the 
Chairman that there was a New England group that was try ing to 
bu 

Mr. Jut1ana. When did you tell 

Mr. Sawyer. But I don’t remember when it was. 

Mr. Jutrana. When did you tell Chairman Durfee that Raimond 
Bowles, your friend, had contacted you and advised you that he was 
a member of this syndicate ? 

Mr. Sawyer. He never told me he was a member of a syndicate. 
He told me he was trying to organize one. 

Mr. Junrana. When did you tell Mr. Durfee that ? 

Mr. Sawyer. Before this decision came out, but I don’t remember 
when and I am not even sure I mentioned Bowles by name. I think 
I only told him that I knew there was a New England group that 
was trying to buy this group. 

Mr. Juraana. Is it a good possibility that you never advised Chair- 
man Durfee that Raimond Bowles was interested in this operation 

Mr. Sawyer. No. I think if you asked the Chairman that he will 
remember that I said to him the important thing here is not whether 
somebody wants to buy it. There are probably. a lot of people that 
would like to buy Northeast Airlines. The critical thing from the 
Board standpoint is whether Odlum is willing to sell. 

Mr. Jun1ana. When was this conversation with Chairman Durfee ? 

Mr. Sawyer. I don’t remember; before we put the decision out and 
I don’t remember exactly what date. 

Mr. Juraana, Was it after August 2 ? 

Mr. Sawyer. I don’t remember for sure. 

Mr. Juntana. Was it before August 2? 

Mr. Sawyer. I can’t say with preciseness. 
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Mr. Jutiana. Don’t you think that it was your duty as executive 
director of the CAB to keep the Chairman fully informed of any 
such activities that came to your knowledge? 

Mr. Sawyer. Well, I never took Bowles’ efforts seriously because 
I never thought he could do it in the first place, and there is a limit 
to which you burden a busy chairman with every single detail. It 
is a matter of discretion and I told him that there was a group, and 
I later mentioned Bowles’ name to him in a memorandum. 

Mr. Jutiana. So you don’t think it was important enough to advise 
the Chairman of the CAB that this group was trying to buy con- 
trolling interest in Northeast stock ? 

Mr. Sawyer. I don’t think it was important enough to tell him 
that Ray Bowles was trying to do it; that’s correct. 

Mr. Jut1ana. Now looking back, do you think you should have told 
him ¢ 

Mr. Sawyer. No, no. 

Mr. O’Donnew. Mr. Sawyer, on November 1, 1956, Mr. Bowles 
gave the staff an interrogatory, and on page 28, this appears: 

Mr. Bowtgs. I said— 


he is referring to a contact he made with you between July 24 and 
July 26 of 1956— 


“Ray, I am coming more and more to the conclusion that this Board, because 
of the logic and vigor of the examiner’s report and the merit in connection with 
the holding company having control of this operation * * *” 

What I would term to be a holding company, whose operations are in and 
out; and another phrase to use: In some cases it is a milking operation * * * 

* * * and I was coming more and more to the conclusion that the Board 
was going to uphold the examiner. 

He says— 
referring to you— 

“T don’t know. Some of the Board members are very pronounced in their 
views on some of these things.” 

He said, “At least three of them haven’t given any indication on how they 
are going to vote even in a preliminary way.” 

And he said, “I don’t know, but you may well be right on that. But, in any 
event,” he said, “I think that it is much better for New England interests to 
control a regionally based airline, in this case—— 

Mr. Sawyer. That is Bowles saying this, for me? 

Mr. O’DonneELL. You are saying this. 

Mr. Sawyer. He is quoting me that I think it would be better for 
a New England group to hold it? 

Mr. O’Donnetu. He is quoting you as saying that some of the 
Board members are very pronounced in their views on some of these 
things. He is quoting you assaying: 

At least three of them haven’t given any indication on how they are going to 
vote even in a preliminary way. 


He is quoting you as saying : 


I don’t know, but you may well be right on that. But, in any event, I think 
it is much better for New England to control a regionally based airline, in this 
case, just as I think it is in the interests of other regionally based airlines to be 
controlled by local money. 

Did you make those statements to him ? 

Mr. Sawyer. I couldn’t, because the Board hadn’t even discussed 
the case in July, and I didn’t even know what their views were. 
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Mr. O’Donnetu. Did you make any of these statements to Bowles 
in July of 1956? 

Mr. Sawyer. I don‘t ever recall making any statement about wheth- 
er it would be better for a New England group to have this. Bowles 
said it, would be better, and that was in the phone conversation where 
I was out in my secretary’s office, and I may not have argued with him 
about it, and maybe my silence may have caused him to think that I 
agreed with him, but I do not recall making any such statement. 

And, furthermore, I wouldn’t make it because the question of wheth- 
er it would be better for a New England group would turn on many, 
many factors. It would depend on who they were, whether they had 
airline-operating experience, whether they had enough money to 
finance an operation of this magnitude. It would just be impossible 
to make a statement like that. 

Mr. O’DonnELL. I am concerned here primarily with the statement 
he attributes to you where you say : 

At least three of them haven’t given any indication on how they are going to 
vote even in a preliminary way. 

Did you say that? 

Mr. Sawyer. No; I don’t recall ever having made any such state- 
ment because the Board hadn’t even discussed it at that time, and I 
wouldn’t have known what any of their views would have been. 

Senator Jackson. You may remain where you are right now. 

Senator Revercoms. Mr, Chairman. 

Senator Jackson. Senator Revercomb. 

Senator Revercoms. To clarify the matter and carry it to its con- 
clusion, you have stated here, Mr. Sawyer, that the Federal Bureau of 
Investigation was called in by the Civil Aeronautics Board to make 
an investigation after it had been determined that a leak of this deci- 
sion had gotten around. Did the FBI make such an investigation ? 

Mr. Sawyer. Yes. 

Senator Revercoms. Did they make their report to the Board ? 

Mr. Sawyer. I have never seen such a report. 

Senator Revercoms. How do you know they made an investigation ? 

Mr. Sawyer. They came around and interviewed everybody that 
was in the board room that night. 

Senator Revercoms. You have not seen any report or conclusion 
of the FBI? 

Mr. Sawyer. No. 

Senator Revercoms. I believe you have stated that there was general 
rumor on August 3 that news of the decision of CAB was around. 
You made that statement ? 

Mr. Sawyer. Yes. 

Senator Revercoms. How did they come to you? From what 
source did such rumors come? 

Mr. Sawyer. I first heard it in the chairman’s office when one of 
the members reported to the chairman that there had been a lot of 
stock activity that day. 

Senator Rrevercoms. Was it rumor, or just based on active sales 
stock in the Northeast? 

Mr. Sawyer. I think it was based on the activity in the stock, I 
think. 
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Senator Revercoms. When was the first time that this decision ap- 
peared in the newspapers, either as news or comment of a newspaper 
writer ? 

Mr. Sawyer. I don’t know. 

Senator Revercoms. Did it appear in the paper in either way or 
any way prior to August 10, 1956? 

Mr. Sawyer. Oh, yes, yes; the trade publications carried it prior to 
August 10. 

Senator Revercoms. Did any of the newspapers in Washington or 
any other place carry it? 

Mr. Sawyer. Well, I think they did, but I don’t remember now with 
certainty. 

Senator Revercoms. Do you remember in what kind of publica- 
tion? Was it contained in a newspaper, whether in a columnist’s 
writing or in news contained within the paper ¢ 

Mr. Sawyer. Well, there has been quite a bit published on it. 

Senator Revercomp. I am talking about prior to August 10, 1956. 

Mr. Sawyer. I don’t remember when they were all published, but 
I know I read about it prior to August 10. 

Senator Revercoms. Where did you read that? 

Mr. Sawyer. For one place, in the Aviation Daily. 

Senator Revercoms. Did you read it elsewhere in some other press? 

Mr. Sawyer. I don’t remember. 

Senator Revercoms. That is all. 

Senator Jackson. You may remain where you are, Mr. Sawyer. 

Mr. Alderson, will you be sworn? Will you raise your right hand 
and be sworn ? 

Do you solemnly swear that the testimony you are about to give 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Anerson. I do. 


TESTIMONY OF HAROLD B. ALDERSON 


Senator Jackson. State your name and residence, and business. 

Mr. Auperson. My name is Harold B. Alderson. I am the presi- 
dent of the Alderson Reporting Co. 

Senator Jackson. Were you present this morning when the testi- 
mony was given by Mr. Henderson ? 

Mr. Arperson. Yes, sir; I was. 

Senator Jackson. And what were you doing during the taking of 
his testimony ? 

Mr. Auperson. I was making the stenographic record of the pro- 
ceedings at that time. 

Senator Jackson. The official record ? 

Mr. Auprrson. Yes, sir. 

Senator Jackson. At the request of the chairman you have made 
a transcript from your official notes of the testimony in part of Mr. 
Henderson with reference to Mr. Sawyer giving him some informa- 
tion on the morning of August 3; is ; that correct # 

Mr. Auperson. Yes, sir. 
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Senator Jackson. Will you read the transcript that you have made 
of that part of your notes? 

Mr. Apperson. Yes, sir. The transcript reads: 

Senator Jackson. So that you have no doubt based on the information you 
now have, and your recollection, that Mr. Sawyer might have been the source 
of your information? 

Mr. HENDERSON. Yes, sir. 

Senator Jackson. What is your answer? 

Mr. Henperson. That would be the only other possible source if this telephone 
slip is correct ; yes, sir. 

Senator Jackson. So that Sawyer presumably called you and gave you the 
information? 

Mr. Henperson. That would have been the only other way I could have found 
out, There was no other person I have talked to at the Board. 

Senator Jackson. Did he call you? 

Mr. HENpERSON. He did call me, as I outlined the sequence of events here, 
that is my best recollection of it. 

Senator Jackson. It is your best recollection now, after you have had an op- 
portunity of looking at that letter from the Securities and Exchange Commis- 
sion, which gives the exact time of the sale of the first stock on August 3, 400 
shares, and based on the telephone call that you had put in, the official slip, the 
original, and having seen both of those items it is now your best judgement that 
the information that you passed on to Mr. Clark about the fact that you were cer- 
tain that this thing had occurred, or that is the award to Northeast, came from 
information you must have received from Mr. Sawyer? 

Mr. HENDERSON. Yes, sir, if that telephone slip is correct. 

Senator Jackson. Thank you. Mr. Alderson, would you pass that 
transcript to Mr. Sawyer? ’ ; 

The telephone slip, for your information, is the original time slip 
subpenaed from the telephone company. Show him the slip. 

When you look at it, you will find that the official original slip 
shows that Mr. Henderson made a call to Mr. Clark at 10: 06 and the 
phone call lasted 9 minutes, and the first sale of stock occurred at 
10:04 on August 3. 

Mr. Henderson has testified that he notified Mr. Clark, and Mr. 
Clark has concurred in that, that he advised him that it was a 3-to-2 
decision in favor of Northeast. He thought previously that he had 
based that decision on activity in the market; but when confronted 
with the fact—that is, Mr. Henderson—when confronted with the 
fact that the stock market was not active at the time he called Mr. 
Clark, he then conceded that he must have received he information 
as to the decision on August 3 from you, Mr. Sawyer. 


TESTIMONY OF RAYMOND SAWYER—Resumed 


Mr. Sawyer. He didn’t. 

Senator Jackson. Just a minute. We want to be completely fair. 
This matter that we are now asking you about is a material matter. 
It is material to this investigation in that we are looking into the ques- 
tion of leaks from the CAB in this case to determine what legisla- 
tion should be passed. I want to give you an opportunity to be con- 
fronted with the statement and see it and to change your testimony if 
you so desire. 

I want to caution you that this is a matter material to this inquiry, 
and you as a lawyer know the meaning of that. 

Now, you may take your time and read the transcript, that per- 
tinent part of the testimony of Mr. Henderson this morning. 
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Mr. Sawyer. He could not have gotten any information from me 
that day, because I didn’t call him until a whole week later, August 10, 
and I am as positive about that as I can be. 

Senator Jackson. Your testimony is that his testimony is not cor- 
rect, Mr. Henderson’s, and that you did not call him on August 3? 

r. Sawyer. That is right. I called him on August 10. And I 
called him when I got this phone call from the publication. 

Senator Symrneron. That is the only time you ever talked to him 
on the telephone ? 

Mr. Sawyer. Yes, indeed; yes, it is. I am very positive about it. 

Senator Syminetron. Locally or long distance, either one? 

Mr. Sawyer. Yes; that is right. 

Senator Jackson. Why do you think Mr, Henderson named you? 

Take your time and read through the testimony. 

Mr. Sawyer. Well, I had best let him answer that question. It says 
right here that I called him, but I called him on the 10th. 

Senator Jackson. We want your side of this story, and that is why 
we are trying to be fair about it and let you know what the actual 
testimony is. 

Mr. Sawyer. The staff has my longhand note from the publisher of 
the magazine, of the call I got that day, and I called Henderson imme- 
diately upon getting that call and then immediately wrote the chair- 
man this note, which I also gave to the committee. 

Senator Jackson. That date is August 10? 

Mr. Sawyer. Yes. 

Senator Jackson. So you deny Mr. Henderson’s testimony ? 

Mr. Sawyer. I deny calling him on the 3d. 

Senator Jackson. About anything? 

Mr. Sawyer. Yes. 

Mr. O’Donnetu. Mr. Sawyer, let me give you a recap of Mr. Hen- 
derson’s testimony this morning. Mr. Henderson testified at the out- 
set that he did have a telephone call with you on August 10 concern- 
ing the same situation that you have testified to today. He told us 
that he called Clark in Boston and gave him the information that it 
was a 3 to 2 decision, which was pure deduction on his part and pure 
speculation. He said that approximately at 11 in the morning he had 
called Merrill Lynch and talked to a girl over there and had been ad- 
vised that the stock was very active. It was on this basis that he 
called Clark in Boston. 

We confronted him with the fact that the first share of stock was on 
the New York ticker at 10:04 in the morning. That was 400 shares. 
We then presented to him, after he had completed his testimony, the 
long-distance telephone slip that you have in front of you, showing 
that he called Clark at 10:06. So that he could not have found out 
from Merrill Lynch that the stock was active. 

At that moment the testimony that you have just heard was pre- 
sented by him, and we later on introduced an affidavit that he had 
presented to us which he said was inaccurate. 

Senator Jackson. Do you understand the sequence of events? 

Senator Symineton. May I make a comment, because I have to 
leave? Iam sorry that because of an Armed Forces Committee hear- 
ing this morning it was not possible for me to attend this meeting. 
I had not listened to Mr. Henderson’s testimony therefore. Mr. Saw- 
yer says that we have met before and I am sorry to tell Mr. Sawyer 
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that I do not remember it. However, as I understand now, there is 
a direct difference of testimony between these two witnesses, is that 
correct ? 

Senator Jackson. There is not only a direct conflict in the testi- 
mony, but it relates to a substantial matter in this inquiry. 

Senator Symineron. I have one other question, Mr. Chairman. Is 
it correct, from what the counsel just said, that Mr. Henderson has 
admitted that he gave incorrect information to the committee ? 

Senator Jackson. That is correct. 

Senator Symrneron. False information ? 

Senator Jackson. Well, he submitted information to the committee 
in the form of an affidavit, did he not ? 

Mr. O’Donnett. He submitted an affidavit, and I asked him if it 
was a false affidavit, and he said, “Let us call it an inaccurate affi- 
davit.” 

Senator Symrneron. Mr. Henderson has already admitted that he 
perjured himself before the committee, is that right ? 

Mr. O’Donne t. In effect he has. 

Senator Symrneron. We all realize that this witness’ life is de- 
stroyed if Mr. Henderson is telling the truth and, Mr. Chairman, I 
would hope that before the report is made about this matter that I 
have a chance to discuss it with Mr. Henderson as a member of the 
committee. 

Senator Jackson. We will be glad to recall Mr. Henderson. He is 
available. We want to be fair, and we are trying to get the source 
of this information. Mr. Henderson is in the position where we con- 
fronted him with the sequence of events, Mind when confronted, he 
had to get the information as to the decision from someone because he 
had previously predicated it on the fact that the stock market was 
active and therefore he assumed that the decision was favorable to 
Northeast. However, when he found out that that was not the case 
at the time he called Mr. Clark, he then said that he got the informa- 
tion, as indicated, and the record speaks for itself, from Mr. Sawyer. 

It is quite apparent that he had to get the information from some- 
one. Whether it is Mr. Sawyer or someone else is a matter maybe not 
even this committee will know. 

Senator Revercoms. Mr. Chairman, I think it is proper to make this 
statement: The witness Henderson did not state that his information 
had come from the witness Sawyer until it was pointed out to him 
from records that he could not have based the information which he 
conveyed to Boston by telephone from the activities of the stock mar- 
ket. It was then that he made the statement that it must have come 
from Mr. Sawyer. 

Senator Jackson. I think that that is correct. 

Are there any further questions ? 

Do you have any further statement to make ? 

Mr. Sawyer. No; I called him, Mr. Chairman, on the 10th of the 
month in response to that phone call from the publisher of the maga- 
zine, and it was while the Board was in session which means it was 
around 10:30 or 11 o’clock that morning. But it was the morning 
of the 10th. 

Senator Jackson. But you are not sure about the 3d? You see this 
call would indicate according to his testimony, if Mr. Henderson is 
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correct in receiving this information from you, he had to receive it 
prior to 10: 06 when he called Mr. Clark. 

Mr. Sawyer. My call was on the 10th, and I am very sure about 
that. 

Senator Jackson. The record speaks for itself, and I do not think 
that there is any need to go further. 

Mr. Sawyer. That is when I received my phone call. 

Senator McCrietian. Let me ask you, Mr. Sawyer, I understand 
your call to Mr. Henderson was a local call, is that correct ? 

Mr. Sawyer. Yes, sir. 

Senator McCuetxian. On the 10th? 

Mr. Sawyer. Yes, sir. 

Senator McCiextian. That was a local call? 

Mr. Sawyer. Yes. 

Senator McCiettan. Apparently from this record of the telephone 
office, Mr. Henderson called Mr. Clark in Boston from Washington 
on August 3. That was about 10 o’clock in the morning, or 10: 06. 
Had you had any conversation with Mr. Henderson that morning or 
the night before ¢ 

Mr. Sawyer. No; you are talking about the morning of the 3d and 
the night before, the 2d? 

Senator McCLeL.an. Yes, sir. 

Mr. Sawyer. No, sir. 

Senator McCretian. I am talking about the morning of the 3d, 
before this long distance call took place. 

Mr. Sawyer. I didn’t have any conversation with Mr. Henderson. 

Senator McCiettan. Had you had any communication with him 
in any way, shape, or manner, such as would convey to him that 
information ? 

Mr. Sawyer. No. 

Senator McCietitan. Had there been any signal arranged between 
you, any way you could indicate to him as soon as that Board made 
the decision, that you would let him know? 

Mr. Sawyer. No, indeed. 

Senator McCrietian. Did you send any message to him by anyone 
else ? 

Mr. Sawyer. No; Mr. Henderson is a comparative stranger to me. 

Senator McCiettan. Why would he say that? I did not hear his 
testimony. Why would he say this morning that you were the only 
other source from which he could! have gotten it, if he did not get it 
from Merrill Lynch when he called up there and found the stock was 
very active? And apparently from this that is not true. He got the 
information from some other source other than Merrill Lynch. Now 
can you give us any idea or any explanation of why then he would 
turn and say, “Well, I must have gotten it from Mr. Sawyer”? 

Mr. Sawyer. No, and I did not hear it. " 

Senator McCietian. That would indicate, assuming he does not 
remember where he got it, that he had had some relationship with 
you in which he had been getting possibly confidential information. 

Mr. Sawyer. Well, he did not. 

Senator McCiettan. And therefore he said, “Well, I must have 
gotten it from Mr. Sawyer.” 
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Mr. Sawyer. Well, he did not, and I didn’t hear his testimony this 
morning either, and I didn’t talk to him until the 10th, and I wouldn’t 
have called him then if I hadn’t received the phone call from a pub- 
lisher. 

Senator McCue..an. He said here in his statement, and I am sure 
he is referring to his testimony, he is referring to his previous state- 
ment that he had gotten the information by contacting Merrill 
a and finding that the stock was very active. Then he said here 
after being confronted with this telephone slip, which disproves what 
he had been testifying to before : 


That would be the only other possible source if this telephone slip is correct. 


He meant he got the information from you. 

Then he said further : 

Senator Jackson. So that Sawyer presumably called you and gave you the 
information? 

Mr. Henperson. That would have been the only other way I could have found 
out. There was no other person I have talked to at the Board. 

He indicated that he had been talking to you at the Board. 

Mr. Sawyer. Well, the only time he talked to me was when I called 
him on the 10th. 

Senator McCtietian. This is before the 10th. He is indicating here 
very strongly that you are the only one he had had contact with, and 
that he had been calling you or he had been in touch with you or 
contacted you. 

Senator Jackson. I think it also ought to be pointed out at this 
point that Mr. Clark has testified that in connection with the phone 
call that he received from Mr. Henderson, at 10:06 on the 3d, that 
Mr. Henderson did tell him it was a 3-to-2 decision. So that there 
was not any question—it is corroborated by Clark—about the fact that 
this inside information had been passed on. 

Senator McCuietxuan. In this telephone call, you have evidence here, 
in other words, that Henderson told Clark that it was a 3-to-2 deci- 
sion in the course of this telephone call. 

Senator Jackson. And Mr. Clark has so testified here under oath. 

Senator McCietian. Well, Mr. Sawyer, here is a letter dated Au- 
gust 3. Has he seen this letter ? 

Senator Jackson. He has not. 

Senator McCretxuan. I will read from it, and then you may see it. 
It is exhibit 22. This is a letter to Mr. Bowles from Mr. Clark, and 
it says: 

Just a line to thank you for your nice letter of August 2. I just hung up 
from a very pleasant talk with Laurence Henderson who tells me that a decision 
favorable to our friends was reached last night on a 3-to-2 vote. 

You may show that to him. It is not your letter, but you may have 
available to you the testimony that has preceded you. Somebody 
knew it. Pointing to these two witnesses, Henderson knew it and 
conveyed that information to Clark, and now Henderson says that 
the only source he could have gotten it from was from you if the 
telephone records are correct. 

I just repeat this to cause you to think and understand exactly 
what is confronting you and give you the opportunity to deny it 
Serer y under oath or to make such other explanation as you 

esire. 
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At this moment I have no preconceived idea of who is telling the 
truth. These are serious matters, these leaks, and they should be 
stopped, and those responsible for them should be exposed. 

Are there any comments? 

Mr. Sawyer. Yes, sir. I deny categorically under oath, Senator, 
that I talked to Henderson prior to the 10th of August on this date, 
and I would not have called him then if I had not had the phone call 
from the publisher. 

Senator McCiexan. I have no further questions, Mr, Chairman. 

Senator Jackson. Do you wish to read the transcript of Mr. Hen- 
derson’s testimony and come back and offer further testimony ? 

We want to be completely fair with you so you know exactly what 
he said, and the whole story so that there will be no misunderstanding 
of it. If you do, you notify the staff. 

Mr. Sawyer. Yes, I would like to read the transcript of his testi- 
mony, of course. 

Senator Jackson. We will arrange for you to read it, and if you 
wish to offer any pertinent testimony in connection with any allega- 
tion that Mr. Laurence Henderson may have made with reference to 
you, you may do so. 

I think you can stand aside. 

Senator Jackson. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Bow tes. I do, Mr. Chairman. 


TESTIMONY OF RAIMOND BOWLES 


Mr. Bow.es. May I ask a question off the record, and it has nothing 
to do with the hearing. I am just wondering when I might possibly 
be expected to leave the stand? I am trying to get home tonight, as 
Mr. O’Donnell knows, and he thought that I could. 

Senator Jackson. We are hoping that we will conclude this testi- 
mony in not too long a period of time. 

Mr. Bow xs. I arrived here at 2:15 yesterday afternoon all bright- 
eyed and bushy-tailed, and so I am glad to get here. 

Senator Jackson. State your name, please ? 

Mr. Bow.es. Raimond Bowles. 

Senator Jackson. And your address. 

Mr. Bow es. 519 Hanover Street, in Manchester, N. H. 

Senator Jackson. And your business? 

Mr. Bow.es. At the time of the events you are discussing ? 

Senator Jackson. Your business right now, please. 

Mr. Bowtes. This is going to sound ridiculous, but I am in the 
process of changing businesses right now, so I will have to list myself 
technically as unemployed. ‘ 

Senator Jackson. You understand that you are entitled to have 
counsel ¢ 

Mr. Bowes. To have counsel ? 

Senator Jackson. A lawyer; and you understand you are entitled to 
come before the committee with your lawyer ? A 

Mr. Bowes. Yes, Senator Jackson; I understand. 

Senator Jackson. Are you ready to proceed without a lawyer or 
without counsel ; 
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Mr. Bow es. I will proceed to the best of my ability by myself. 

Senator Jackson. We want it clearly understood that you have 
that right. 

Mr. Bowtes. I understand that, Senator Jackson, and I shall pro- 
ceed on my own. 

Mr. O’Donnett. Mr. Bowles, I want to recap briefly with you cer- 
tain of the testimony that has gone on before, and I don’t want to be 
long and involved with you in going over the Atlas Corp. situation. 

On June 29, 1956, you Laurence Henderson, and Gillis Long formed 
a partnership agreement whereby you would attempt to find pur- 
chasers in New England of Atlas Corp.’s stock: is that correct? 

Mr. Bowtes. That is correct. 

Mr. D’Donnetu. Nothing ever came of it from a positive stand- 
point ? 

Mr. Bowtes. Nothing ever did. 

Mr. O’Donnext. You solicited Mr. Clark who is in the investment 
business in Boston, and what you were attempting to do was find 
purchasers for a finders fee; is that correct? 

Mr. Bowes. That was our intent. When he asked us what interest 
we had in the matter, we replied that we would be interested in a 
finders fee type of arrangement if any successful conclusion came to 
this proposal. 

Mr. O’Donnetu. And Mr. Clark who was in the brokerage business 
was going— 

Mr. Bow es. If I can interrupt, sir, I have had no experience what- 
soever with a finders fee. To me it is a word that I read once or twice, 
but according to the method by which we drew up this type of inde- 
pendent contract, that is the phrase that was presented to me. A 
finders fee to me is a name only; and excuse me. 

Mr. O’Donnett. We have a letter, an exhibit, which has been in- 
troduced, from you to Mr. Sawyer in January of 1956, and I would 
like to have you look at that exhibit. 

(A document was handed to the witness.) 

Mr. O’Donnetit. What is the exhibit number on that? 

Mrs. Ducxerr. That is exhibit 25. 

Mr. O’Donnewt. Did you write that letter to Mr. Sawyer? 

Mr. Bow gs. I did. 

Mr. O’Donnett. Why did you address it to his home instead of the 
ollice ? 

Mr. Bowes. Why did I address it to his home instead of the office? 

Mr. O’Donnewu. Yes. 

Mr. Bowtgs. I haven’t the faintest idea in the world. 

Mr. O’Donnett. Did you think that by contacting the Executive 
Director of the CAB before whom a pending decision would have to 
be arrived at concerning the Northeast Airlines, that that was a proper 
request to make of Mr. Sawyer ? 

Mr. Bow.es. At that time such a potential situation never even 
entered my mind. 

Mr. O’Donneti. You gave no consideration to it? 

Mr. Bow es. I gave no consideration to that sort of a situation; no. 

Mr. O’Donnetu. Did you receive any acknowledgment from Mr. 
Savyer on that letter? 

Mr. Bow es. I have been unable to find any acknowledgment and 
I cannot remember that I got any of any sort. As you know, Mr. 
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O’Donnell, I think that you are allowing a little bit of leeway here, 
and if I could make one small interjection here, as you know, when 
Mr. Duffy came to my office in Manchester, N. H., with a subpena, I 
honored that subpena very promptly and supplied him with all of the 
files which I had available there at my office relating to the matters 
that were covered in the subpena. Therefore, I think it is perfectly 
safe to say, for example, on this particular thing that he did not reply. 

Mr. O’Donneti. Now, we will give you another exhibit. This is 
dated April 6, exhibit 26. We are showing you this exhibit, and will 
you identify the date of that letter ? 

Mr. }sow1es. The date reads April 6, 

Mr. O’Donnewt. Was that letter sent by you to Mr. Sawyer? 

Mr. Bow irs. Yes, it was. 

Mr. O*Donnewi. That was also sent to his home? 

Mr. Bowxes. That is right. 

Mr. O’DonneEu. That letter indicates that he had not contacted you 
as to aking any overtures to Northeast Airlines ? 

Mr. Bowes. I don’t know whether it indicates to me or not. I 
guess that would be a logical assumption, yes; and in effect I am 
saying to reread my letter of January 16, and I guess so. This sort 
of intent at a time remote in the past, rather remote in the past, is 
going to be somewhat difficult for me to deal with. I am going to 
give you my best judgment on it, and it seems to me at this time that 
it is quite obvious I was trying to follow through on my letter of 
January 16. 

Mr. O’Donnetu. A followup letter, in other words? 

Mr. Bow es. Yes, sir. 

Mr. O’Donnett. How friendly are you with Raymond Sawyer? 

Mr. Bowes. I met Raymond Sawyer, who is a native of New 
Hampshire which is my native State, in the winter, as I recall it, of 
1947-48, when I was working in a clerical capacity in the Senate 
here, and Mr. Sawyer had recently been the national commander of 
AMVETS the year before and worked extensively on housing pro- 
grams and housing recommendations of that organization. In the 
next year when I came here I met him then and got to know him very 
well. 

Mr. O’Donnetu. Do you consider him one of your closest personal 
friends? 

Mr. Bow tes. I certainly do. 

Mr. O’DonneE Lt. Probably 1 of your 3 closest friends? 

Mr. Bow xs. I used that phrase to Mr. Duffy when he questioned 
me in Manchester privately, and of course I have lost the personal 
type of contact I used to have with him on a friendly home-to-home 
or social basis. And I certainly consider him one of my very best 
friends. 

Mr. O’Donnett. After you formed this partnership agreement on 
June 29, 1956, did you have any occasion to contact Mr. Sawyer? 

Mr. Bowtes. After that time, you mean ? 

Mr. O’DonneEtt. Yes. 

Mr. Bowtes. Yes; I think there were some occasions when I did. 
Do you want to bring that out in your way or do you want me to go 
to my files and try to bring it out? 
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Mr. O’Donnett. I would like to cut it down as much as I can, and 
let me ask you, when was the first contact that you made with Mr. 
Sawyer ? 

Mr. Bows. My records show that my first contact with Mr. Saw- 
yer after that date was on July 6, when I made a phone call to him 
from my office. 

Mr. O’DonneELL. That was a long-distance call from Manchester to 
Sawyer in Washington ? 

Mr. Bowes. That is right. 

Mr. O’Donnetu. Did you advise him at that time what your plans 
were as to the stock of Atlas Corp. ? 

Mr. Bow zs. To the best of my recollection, that conversation went 
like this: I wanted to find out the general status of the pending Flor- 
ida route case. He was a proper official to address that question to. 
I don’t know at this time whether, what the right terminology is, 
whether it be how the docket was coming along or how the oral argu- 
ment was coming, but I wanted to find out the general status of it. 

And at the same time I introduced to him the idea, which had 
been developed, that the ownership of Northeast Airlines, if it re- 
verted to New England control, would be better public policy. I said 
to him, and I read a small section from the prospectus which we were 
then working with, which we had worked out, and which incidentally 
and parenthetically I hope you have introduced into this record at 
one time or another earlier today. 

Mr. O’DonneE.LL. We have not. 

Mr. Bow es. If I might come back to that in a second, I said that 
I had thought and felt very strongly that Examiner Wrenn’s thesis, 
particularly in reference to the type of financial control which Atlas 
special interest situation control is supposed to represent, allegedly, 
was not the type of control that an operating airline based in New 
England should have. I felt that it would be a good change, and a 
healthy change, and in the long run would benefit the position of 
Northeast Airlines, and I asked him if he thought that was a good 
thesis. 

My recollection is that he agreed and said, “Well, that sounds like 
a good idea,” or something to that effect. That is the best I can 
remember. 

Mr. O’Donnett. Did you ask him when the oral decision on the 
pending route case might be decided ? 

Mr. Bow gs. I don’t recall that I asked him when it specifically 
might be. I asked him what the status of the whole procedure was. 

Mr. O’Donnett. Did you brief him sufficiently on what your plans 
were so that he as an average man would understand that you were 
going to try to find purchasers of Atlas Corp. stock ? 

Mr. Bow es. That is an interesting question. I haven’t any idea. 
Did you ask him that question? I really don’t know how to answer 
that. 

Mr. O’Donnett. Did you tell him that you were interested in find- 
ing purchasers for Atlas Corp., and not Northeast Airlines ? 

Mr. Bowtes. Well, I certainly intended to, and there again, Mr. 
Counsel—Atlas Corp.? Atlas Corp.’s holdings in Northeast Airlines 
stock, is that what we are talking about ? 

Mr. O’Donnett. That is right. 
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Senator Jackson. The stock held by Atlas, Northeast stock held by 
Atlas. 

Mr. Bow tes. We are dealing in terminology here and I want to 
make sure I understand you. I certainly think that I made that clear. 
I don’t know. 

Mr. O’DonneEtu. Did he indicate to you by tenor of the conversa- 
tion that he was sympathetic to the plan that you had? 

Mr. Bow tes. In my opinion, thinking back on it from the vantage 
point of last fall, and now thinking back on the vantage point of 
what I thought last fall in terms of July 6, I think that he did indi- 
cate a certain sympathy. Actually, not that “I agree that is a good 
thing,” and I can’t remember any phraseology there, but I had the 
clear impression that personally he agreed with this thesis. Either 
at that time, or at a later time, I had read the Wrenn report thor- 
oughly and studied it at that time and the arguments in the Wrenn 
report were very strong. 

Whether I agreed with him entirely or not as a New Englander, 
they were well reasoned and they had a great deal of substance and 
statistical information to back them up. I thought they would have 
great weight. 

Mr. O’DonNELL. When was the next time that you had contact with 
Mr. Sawyer? 

Mr. Bowes. My records show that I was in Washington between 
the dates of July 24, and July 26, and I was here on entirely dif- 
ferent business, and I know you can verify this. I am not sure but I 
believe I stayed, as is my custom at the Washington Hotel, and as I 
recall it this stretched over a 3-day period or part of a 3-day period 
because I think that was the time when half of the chief executive 
officials in various Government agencies were off on an experiment 
as to running the Government outside of Washington at that time. I 
think you can check those dates and that was the time, and I had to 
stay an extra day because some of the calls I was making I couldn’t 
make. 

I feel reasonably certain that I was in contact with Mr. Sawyer at 
that time, and the reason I have to qualify it to that extent is that it 
was my custom, if I had time, when I was in Washington to call on 
Mr. Sawyer either socially or to have dinner, or any number of 
variations. He was my friend. 

Mr. O’DonneEtu. Do you recall whether or not you did call on Mr. 
Sawyer in person ? 

Mr. Bowtss. To the best of my recollection, I honestly thought that 
I did, but it could have been a telephone call from the Hotel Wash- 
ington, or some other place. In answering that call again to Mr. 
Duffy last fall, I think that I told him that it was my recollection 
that I made a personal call at that time, or a hurried one, because 
certainly I was not here on any business connected with it. 

Mr. O’Donnewx. Did you at that time ask Mr. Sawyer if he would 
call Mr. Clark in Boston ? 

Mr. Bow es. As I recall, the subject of Mr. Clark came up in this 
particular way: I told him about having made a contact with For- 
rester Clark, a leading New England financier whom I had not known 
previously, and I said “Would you be willing to talk to him?” And 
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he indicated that he would, and so I went ahead and wrote to Mr. 
Clark, and suggested that he call Mr. Sawyer 

Mr. O’Donneut. Now, on November 1, 1956, you gave these inter- 
rogatories to Mr. Duffy, and I would like to read part of that inter- 
rogatory to you. You said— 


And I said to Ray— 
and this refers to your contract with him between July 24 and July 





I am coming more and more to the conclusion that this award because of the 
logic and vigor of the Examiner’s report, and the information that the holding 
company having control of this operation, what I would term to be a holding 
company whose operations are in and out, and that is not the phrase to use, and 
in some cases it is a milking operation—and I was eee e more and more to the 
conclusion that the Board was going to uphold the Examiner 

He says— 
and that means Sawyer said to you. 

Mr. Bowtezs. I want to follow this and get it through my cranium. 

Mr. O’DonnELL (continuing). 


He says— 


Mr. Bow gs. I used that kind of English? All right, perhaps I 
did. 

Mr. O’DonNELL (continuing) : 

He says, “I don’t know. Some of the Board members are very pronounced in 
their views on some of those things.” He says, “At least three of them haven't 
given any indication as to how they are going to vote in a preliminary way.” 
Then he said, “I don’t know.” 

Mr. Bow tes. I was correct that time. 

Mr. O’DonneELL. You were correct that time. 

“T don’t know, but you may well be right on that.” In any event, he said, 
“T think that it is much better for New England interests to control a reasonable 
basic area in this case just as I think it is in the interest of other regional air- 
lines to be controlled by local money.” 

Now, is that as you recall what he said to you? 

Mr. Bowtrs. You are reading from an interrogatory from Mr. 
Duffy to me, in terms of a conversation which either took place 
personally or by telephone, between July 24 and July 26? 

Mr. O’Donnett. Right. 

Mr. Bow tes. I think this is a proper response for me to make at this 
time and if it is not, I hope you will correct me very promptly. 

At that time that comment was relatively more fresh in my mind 
as to what type of comments might have been made and at this partic- 
ular moment I cannot recall any such detailed conversation between 
me and Mr. Sawyer to that extent. 

As I recall his sentiments and his sympathies as a New Englander, 
and I am using my own interpolation here, my hearing and my under- 
standing as a New Englander, I think he would be sympathetic 
generally to the concept of loc ‘al base control and furthermore, as 
public policy in the Nation as a whole, rather than a holding company 
operation. 

Mr. O’Donnetit. Would you say this was accurate that you gave to 
Mr. Duffy at the time? 

Mr. Bow es. In its entirety, you mean? 

Mr. O’Donnett. Yes. 
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Mr. Bow es. In its entirety, it certainly gave my best recollection 
at the time. I have no quarrel with that whatsoever. 

Now, may I interject one thought a little earlier? Necessarily at 
the end of a long day when you have questioned witnesses who have 
some connection with me in one way or another, my name has cropped 
up in various ways, and I am sure that the correspondence which I so 
gracefully supp slied 3 in answer to your subpena, I think it was Senator 
McClellan’s su pena at that time, I am sure that that has provided 
much of the discussion on which some of this has been based. 

Now, in terms of the speculative type of business enterprise which 
Mr. Long and Mr. Warner as a single party and Mr. Henderson as 
another one, and myself, as still another one worked up, and the 
basis on which we approached that, with what I thought was a rather 
intelligent thought, I would certainly appreciate it if in consecutive- 
ness somewhere in this record, the prospectus which we devised and 
which we gave to various, as far as I am concerned and the party 
play in this, we gave to several New England parties, along with the 
mimeographed copy of the financial data which I admit we just 
gleaned from Standard & Poor’s and, therefore, is routine informa- 
tion but it shows that this was a planned business enterprise as far as 
I am concerned. 

And finally, and I think quite important, in view of the fact that 
my position always was and I have established this repeatedly in my 
correspondence, that it made no difference as far as the general merit 
of this proposed change of control went as to whether or not this 
Florida route initially went to Northeast or to some other one of the 
applicants—for that purpose, I hope that you would also include in 
consecutive chronology, the revised prospectus which took that into 
consideration. 

Mr. O’Donnett. Do you have the prospectus with you? We do 
not have it up here. 

Mr. Bowters. That is the devil of a thing. It is the one thing I 
haven't got. 

Mr. O’Donnett. We will introduce that as an exhibit. Don’t 
worry about it. 

Mr. Bow es. I can see this committee is giving a layman such as 
myself plenty of opportunity to make my point and I appreciate that 
and I really do and to me my effort was a constructive one. ‘There 
was a great deal of inexperience on my part in certain relationships 
here, particularly in the financial world and I learned a lot, by the 
way and there is no question about that. 

I might say perhaps with less of a smile on my face that the net 
effect. of certain allegations which were made in a trade paper which 
implied irregular behavior on my part, or at least implied it to my 
dissatisfaction, and the results that came from that because I was 
honest enough with the people I was dealing with in New Hamp- 
shire and elsewhere to tell them that this had appeared and there was 
a possibility that I might be called before a Senate committee be- 

cause a very thorough investigator showed up and questioned me— 
that has meant quite contrary to those who allegedly have profited 
from alleged inside information as a result of this stock transaction 
that is under general discussion here. 

I know it is from the New Hampshire newspapers and I certainly 
wasn’t here earlier. And I don’t know because of that—it has re- 
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sulted in severe financial loss for me, and loss of income which I can 
certainly measure in dollars and cents. Whether that is a valid 
point in this hearing or not remains to be seen. But to me it is a 
very valid point because I certainly was not dealing in a situation 
where I made any money. 

Quite the contrary, it resulted in a definite loss of income and I had 
people drop me as a public relations counsel as a result, while this was 
pending. They were very fair about it, but this has been pending 
a long time now, too. 

Mr. O’Donne ut. Let us refer back to your interrogatories again. 

Mr. Bowtes. You say you will be happy at the proper time to place 
those three documents, because to me it represents something which 
should be done, for the people who read the record later. 

Mr. O’Donne tu. Referring back to your interrogatories by Mr. 
Duffy, you are talking generally about Mr. Sawyer and the Aviation 
Daily. You quote him as saying 

Mr. Bowtes. Is this a proper thing to ask about a record of that 
sort? You are using the word “quote” and when you say “quote” are 
you quoting what I said Sawyer quoted or are you quoting from the 
record ¢ 

Mr. O’DonneExt. Quoting from the record and what is listed as a 
quote in the record. The record says: “He,” meaning Sawyer, “said, 
‘Your friend Henderson has just been talking too damn much about 
all of this operation, the way it looks right now, and if I had known he 
was in this thing in the beginning, you had told me that, I don’t think 
that I would have been as sympathetic as I was’.” 

Is that an accurate quote ? 

Mr. Bow ts. I haven’t any idea, Mr. O’Donnell, if it is an accurate 
quote. That represents my recollection at the time, as to the general 
sentiments of Mr. Sawyer, who was a very angry man at that moment. 

Mr. O’Donnett. As far as this particular moment, when you gave 
this to Mr. Duffy, it was accurate as far as you know? 

Mr. Bowtzs. On an exact quote basis? 

Mr. O’Donnett. To the best of your recollection. 

Mr. Bowtes. To the best of my recollection, it certainly approxi- 
mates the mood in which he was in. 

Mr. O’Donnety. Did you have any other contacts with Mr. Sawyer 
from the 24th to the 26th of July until August 2 or 3, 1956? 

Mr. Bowtzs. Did I have any contacts with Mr. Sawyer between 
the period of July 24 to 26 when I identified a personal contact or a 
telephone contact and the period between then and August 2 and Au- 
gust 3? The answer is “No.” Certainly, my records don’t show any 
such contact. 

Mr. O’Donnetu. There is being presented to you a letter. Will you 
identify that letter ? 

Mr. Bow es. It is a photostat of a letter dated August 2, which I 
wrote to Forrester A. Clark of Boston, Mass. 

Mr. O’Donne tt. Is that your letter ? 

Mr. Bowtegs. Yes; that is my letter. 

Mr. O’Donneww. Now, if you will refer to part 1 in that letter, 
would you please read that to yourself? 

Mr. Bowtes. You mean the earlier part of the letter ? 

Mr. O’Donnett. The first paragraph. 
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Mr. Bowes. “Thank you for your copy of letter of July 3,” and so 
on. You mean the next paragraph ? 

Mr. O’Donnetu. Yes. 

Mr. Bow gs. All right, I have read the second paragraph of the 
letter. 

Mr. O’Donne.u. How much of this was puffing? 

Mr. Bowuzs. I beg your pardon? 

Mr. O’Donne.u. How much of this was puffing on your part? 

Mr. Bowtss. In the particular letter how much was puffing on my 
part ? 

Mr. O’DonneELL. Yes. 

Mr. Bow es. I think perhaps you had better give that some context. 
This is a sudden development. 

Mr. O’Donne Lt. Is that letter accurate insofar as you are concerned 
in all details? 

Mr. Bow ss. I think we are talking about different paragraphs. 

Mr. O’DonneE LL. I am talking about the paragraph where you sug- 
gest that Clark contact Sawyer. Would you read it? 

Mr. Bow zs. I will be glad to read that paragraph now, and that 
was not the one you referred me to. 

Mr. O’Donnetu. That is the one I mean. 

Mr. Bow es. I realize that you are tired at the end of the day, and 
that is perfectly all right. Iam sorry, I do not mean to be facetious 
about that. 

Senator Jackson. Sometimes we are tired when we start. 

Mr. Bowtes. You know you get awfully tired waiting, too. 

I would like to explain my intent of writing a paragraph of that 
sort. 

Mr. O’Donnetu. Have you read it? 

Mr. Bow gs. I have read it and as to whether I was puffing or not, 
quote and unquote, you certainly, if you want me to answer that 
question, will have to define what you have in your mind. 

Mr. O’Donnetu. Did you mean what you put in that paragraph? 

Mr. Bowtess. Well, I was acting as a salesman toa man. Please 
strike that. I was acting as a salesman in an effort to sell an idea to a 
man of great prestige in New England, a man whom I had only 
recently met. 

My own connection with this abortive business enterprise was 
definitely of a sales character in terms of New England on regional 
contacts and salesmanship. There is no question soit that. 

I had only a limited knowledge of the aviation field, but I think it is 
a good general layman’s knowledge and I studied very hard some of 
these documents that were involved and which I referred to. In this 
particular case there, as far as that particular paragraph is concerned, 
I wanted Jim Clark to call Ray Sawyer, and if 1 were to write this 
from the point of view of looking at it from a completely circumspect 
point of view, and without any possible double meanings or anything, 
I certainly would leave out any such phrases as appears in that second 
sentence there and the third sentence. 

I suppose I was puffing a little bit. I see what you mean now, as 
far as that is concerned. But I didn’t have the right paragraph. I 
was doing my best. 
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Mr. O’Donnett. You suggested to Mr. Clark in a letter that he 
call and taik to Ray Sawyer on a confidential basis, and you stated 
Sawyer would be very frank with you because he is a close personal 
friend of yours. 

What did you expect would come from it? Didn’t you expect 
Clark to call Sawyer? 

Mr. Bow es. I hoped Clark as a citizen would exercise his right to 
call the man, whom I considered to be a proper staff official who 
would receive such a call and I hoped to get Clark to call Sawyer. 

Mr. O’Donnewu. And you expected that this would be favorable 
to Clark and to your venture, did you not? 

Mr. Bow1gs. I expected that the impression that I had had as to 
Sawyer’s own feelings in the matter, and his own analysis of the 
matter, based on the Wrenn approach, would be confirmed to Mr. 
Clark. 

Mr. O’Connett. And you suggested this to Mr. Clark, that he call 
Sawyer on August 2, even though Sawyer had refused to call Clark 
on July 24 or 25 at your request ? 

Mr. Bow tes. I think that you will have to qualify that statement 
to allow me to rephrase it. I don’t recall asking Sawyer in so many 
words, “Will you call Forrester Clark?” I cert: Fainly don’t have any 
such recollection whatsoever. I asked him if he would be willing to 
talk to Mr. Clark and he certainly indicated that he would because 
that was his duty, to talk to people who made inquiries. 

Mr. O’DonneELt. He indicated that he would be favorable to talk- 
ing to Mr. Clark. 

Mr. Bow tes. He indicated to me that he would talk to Clark if 
Clark called him, and so here I make an effort to get Clark to call 
him. 

As far as the status is concerned and the arguments in the Wrenn 
report and that sort of thing, I referred him as you would in a busi- 
ness capacity, to Ray Sawyer who was a proper staff official to refer 
that to. 

I might add, parenthetically, that to the best of my knowledge he 
did not call him. 

Mr. O’Donnetu. This was a legitimate letter? You were asking 
Clark to call Sawyer, even though he didn’t know him? 

Mr. Bow es. Yes, but I should certainly think my academic back- 
ground is such, although it is limited, that I know the ethics of good 
government procedures as far as the next man does, and certainly, 
this committee is doing a good job along that line to keep things out 
in the open. 

But as far as I am concerned, this was a reference and I knew both 
men. I was asking one man, whom I had just met, to call another 
man whom I know in a proper Government capacity to answer ques- 
tions that I wanted him to pose to him. 

It was a matter of confidence. 

Mr. O’Donnett. You would not make that request to Mr. Clark 
unless you knew that Sawyer would be receptive to talking to him. 

Mr. Bowtes. Unless I knew? Well, I certainly said what I said 
here, “I think just as he confirmed my impressions last week.” 

Now, in these cases here that I am testifying on at the moment, 
plus my own recollection of how I handle myself in this particular 
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area with Raymond Sawyer, I made most of the statements and as 
far as confirming my impressions it is very clear. 

I wrote a letter at that time, and he confirmed my impressions at 
a very recent date before that, and it had to be between July 24 and 
July 26 that there was merit in this idea. 

Mr. O’Donnetx. Mr. Chairman, will you please mark as an exhibit 
the letter that he has been talking about ? 

Senator Jackson. The letter dated August 2, 1956, will be marked 
for identification as “Exhibit No. 27.” 

(The document referred to was marked “Exhibit No. 27” for refer- 
ence, and will be found in the appendix on p. 249.) 

Mr. O’Donnett. Did you receive a telephone call on August 3, 
1956, from Laurence Henderson ? 

Mr. Bow es. The record shows that I received a telephone call from 
Laurence Henderson. 

Mr. O’DonneEtt. What time did you receive that telephone call ? 

Mr. Bowters. Mr. Duffy has informed me that the time was 12: 09. 

Mr. O’Donnett. Do you know that independently from what he 
told you? 

Mr. Bowters. My original approach to Mr. Duffy was an exceedingly 
‘candid one. I told him I had received a large number of telephone 
‘alls from Mr. Henderson over a period of time, and I did not know 
whether it was then or over the weekend or just when it was, but that 
I would do my best to find out. 

Well, either the same day or the next day when he came back, and 
I am not sure whether it was then or in a telephone call which he made 
to me from Washington. I told him before he told me it was 12: 09, 
and I said, “I now think by checking with my partner that it was about 
noon,” and I think that was the phrase used. 

Mr. O’Donnet. What did he tell you in the phone conversation ? 

Mr. Bowtrs. You have a transcript there. 

Mr. O’DonNELL. Never mind what we have. What I want to know 
is what did he tell you, and what do you recall, and that is all I want 
to know. 

Mr. Bowtes. All right, Mr. O’Donnell. To the best of my recollec- 
tion, he told me that the stock of Northeast Airlines had gone up a 
couple of points, and he said, as far as I can figure out, there must 
have been some kind of a meeting last night. I may have interjected 
the thought at that moment, “W ‘ell, does that mean that the decision 
has been reached?” And if so—well, let me strike that statement there 
a little bit, and I want to bring in this point. 

Mention was made of a 3-to-2 split as far as the Commission was 
concerned, but I don’t know whether that mention was made by me 
or by him, because those who observed this picture from the outside 
felt quite sure that at least two Commissioners were against Northeast, 
and it was the basis on which we proceeded. 

Then we went ahead, either in that conversation or in the subsequent 
one, which apparently there is no record of, and discussed what we 
would do as a result of this if this should turn out to be true. 

Mr. O’DonneE tt. As to the award, the only thing he may have dis- 
cussed with you was it was a 3-to-2 decision in favor of Northeast; 
is that right ? 

Mr. Bowxes. That is not right; no. I don’t follow you. 
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Mr. O’Donnetx. What did he discuss with you, on this telephone 
conversation, that he made on the 3d of August ? 

Mr. Bow.es. He indicated that there had been a jump in price in 
the Northeast stock and that he felt that there might have been a 
meeting of the Board the night before, and he was checking into it, 
and the point that I am trying to the best of my recollection at that 
time, there was a conversation about what the vote might have been, 
and I think it would be fair to me, and I realize at certain points here 
that you have to stick to what you are trying to do here, but the recol- 
lection that I had in October was much more recent before that time, 
and now since that time there has been the question of any number 
of phone calls and I even tried to tell you two gentlemen yesterday 
that I had a recollection of receiving one over the weekend or on 
Monday at my home. 

I still have that recollection, and it is very distinct. 

Mr. O’Donnewu. Let me start with this now: We will show you 
this photostatic copy of this letter. Will you identify that letter 
of August 6, 1956 ? 

Mr. Bowtes. That is a letter which I wrote to Forrester A. Clark, 

Senator Jackson. It will be marked as “Exhibit No. 28.” 

(The document referred to was marked “Exhibit No. 28” for ref- 
erence and will be found in the appendix on pp. 249, 250.) 

Mr. O’Donnett. I refer you to item No. 1 in that letter which be- 
gins as I understand it: 


The written opinion of the Board will contain a 5-year limitation— 


andsoon. Will you read that paragraph ? 

Mr. Bow zs. Starting with No. 1? 

Mr. O’DonneLL. Yes. 

Mr. Bow es (reading) : 

As I understand it, the written opinion of the Board will contain a 5-year 
limitation on the award of this route, during which the management will have 
to prove its right to merit the award of this highly competitive route. 


Coupled with this limitation, by way of explanation for it by the Board will 
be a strong criticism of management methods to date. 


That completes that paragraph. 

Mr. O’Donneti. Where did you get that information ? 

Mr. Bow es. I don’t think that was a matter of information as 
such. We were working on a basis over a long period of time. Can 
I ask one question and then I will give my best recollection on that. 

Was there any criticism of management methods to date in the re- 
port? LIonly read the newspaper accounts and I followed 

Mr. O’Donnetty. Don’t ask us any questions, now. Where did 
you get that information from ? 

Mr. Bowters. This was not a matter necessarily of information as 
such, that I received. 

Mr. O’Donnetui. This was part of the secret agreement of the 
Board on August 2. 

Mr. Bowtzs. I am not going to ask you this, and I can’t ask you 
a question, and on the point two, I was at least 50 percent wrong in 
this presumption here and I suppose in terms of—it is not a nice 
thing for a man to sit here and say his salesmanship is overzealous, 
but this is a long-term proposition of many, many phone calls, and 
Henderson came to New England with me and visited different people. 
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Mr. O’Donnetu. I asked you a question, Mr. Bowles. Let me 
clarify it. Where did you get the information that there was a 5-year 
limitation on the award of this route? 

Mr. Bowtes. I don’t recall getting that as a piece of information. 

Mr. O’DonneEtt. How did you know it? 

Mr. Bow es. As I understand it, the Wrenn opinion included, that 
is what I said, and then I go ahead and make 2 other comments, and 
I was at least 50 percent wrong in what I said. 

Mr. O’Donne tt. I am asking you this particular question, and let 
us limit ourselves to it. Where did you get this information ? 

Mr. Bowtss. Mr. O’Donnell, I am doing the best I can. 

Senator Jackson. Bear in mind that the letter that you have writ- 
ten here, Mr. Bowles, is dated August 6, and the formal decision 
involving the opinion came out on the 10th. 

Now, first, please advise the committee where you got the informa- 
tion on the 5-year limitation that was going to be contained in the 
decision; and this is before the decision was made public. Where did 
you get it? 

Mr. Bowtes. May I respectfully state quickly, that this must be 
taken in contention with both points that I made here. It must be. 
I don’t know any way you can separate it. 

Senator Jackson. Tell us where you got the other one. 

aa Bowtss. This was not a matter of information, as far as I can 
recall, 

Senator Jackson. Is this accurate ? 

Mr. Bowtes. If I had received this as information, I certainly 
would have been more accurate than I turned out to be. 

Senator Jackson. Just a moment. Are you saying that what you 
had written in this letter is accurate speculation? Is that what you 
mean ? 

Mr. Bow es. It looked to me 

Senator Jackson. Did you just dream it up? 

Mr. Bowtss. Did I just dream it up? 

Senator Jackson. Yes; where did you get it? 

Mr. Bowtes. Now, wait. We are fad to the first sentence of point 
one, is that what we are back to now ? 

Senator Jackson. The question that I asked, and then you can do 
the best you can to answer it, the question asked referred to in point 
one, where you state—and this is what you say: 


As I understand it, the written opinion— 


and you are saying what the opinion is going to include. Now, this 
is August 6 and the opinion coming out on the 10th, and you are 
saying: 





As I understand the written opinion of the Board will contain a 5-year limita- 
tion on the award of this route, during which the management will have to prove 
its right to merit the award of this highly competitive service. 

Coupled with this limitation, will be a strong criticism on management meth- 
ods to date. 


Now, let us go back to the first point, the 5-year limitation. Where 
did you get it? You say that is going to be in the opinion. 

Mr. Bow tzs. I also say the opinion is going to be a strong criticism 
of management methods to date. 

Senator Jackson. Let us take the first one. We are trying to be 
fair. 
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Mr. Bowes. You certainly are. 

Senator Jackson. Not only fair, but I think quite patient. Just 
answer the first part. 

Mr. Bowuxes. To the best of my recollection, I didn’t receive this as 
specific information, but it is possible that it was covered in the tele- 
phone conversation with Henderson. Let me put it this way: If I 
received anything of this character and if it could qualify as informa- 
tion, I certainly received it from Laurence Henderson. 

I have to use that by deductive reasoning. 

Senator McCretuan. May I ask a question. How could you ander- 
stand it without having it furnished ? 

Mr. Bowtss. As far as these points—— 

Senator McCienian. You say, “As I understand” and do you have 
an understanding based upon something? In this instance, it is 
bound to be upon information. Is that right? There is some infor- 
mation that you had on some basis because you say, “As I under- 
stand it, the written opinion of the Board will contain.” 

Now, you had to have information to have any such understanding 
as that, from some source, that is, some kind of information. 

Mr. Bow tes. I have introduced the possibility as I recall it that I 
might have received it, if this qualifies as information. 

Senator McCietian. I cannot conceive of your writing a statement 
like this, unless you had some information upon which to base it. 

Mr. Bowtes. Senator, the only thing is, and I have only seen the 
newspaper reports and that is all I have reference to, and I may be 
wrong on this and you certainly have more material at your com- 
mand here, but as it turned out, as I understand it, I was wrong in the 
second part of that. 

Senator McCietian. Your information could have been wrong all 
of the way through, but for you to have an understanding you had to 
have some information upon which to base it, whether the ‘information 
was accurate or not. 

The fact that some of it turned out to be inaccurate does not keep 
you from having had the information. 

Mr. Bow zs. I think that is good semantics. I see what you mean. 

Senator McCrexian. I think it is just good plain sense. I cannot 
understand that. You say it is your under standing and you are talk- 
ing about the events that took place, and an opinion is going to be 
wr ritten, and as you understand it is going to contain this. 

Now, you had that understanding, obviously, upon some informa- 
tion, and a part of your infor mation or all of it could have turned out 
to be erroneous and inaccurate, but you must have had some informa- 
tion upon which to predicate the st: itement of your understanding. 

Mr. Bowxes. Using this as the term infor mation for these. points 
raised, in points 1 and 2 2, if I follow you correc am going 
to attempt to do so to the best of my ability— canviling that I under- 
stand which later turns out to be correct or incorrect, would have to be 
based on long-term conversation over a period of time, which T had, 
and my own independent judgment, and when I say our, I mean 
Laurence Henderson and myself. 

There is no other basis for it because I have no other source of 
information. 
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Senator McCrenian. You had to have information of some char- 
acter upon which to predicate an understanding and to form an 
opinion in your own mind; is that correct ¢ 

Mr. Bowtes. It certainly is logical. 

Senator McCierzan. You cannot form an opinion without some 
basis. 

Mr. Bowtes. I have given you my best recollection of this. 

Senator McCienian. If I understand you correctly, and I am trying 
to be about as helpful as I am trying to interrogate you, based upon 
what you say, for you to get that information there was no other 
source so far as you know except from Laurence Henderson. 

It must have been in conversations you had with him. 

Mr. Bow rs. Insofar as qualified information, whether accurate or 
inaccurate, that would have to be true. 

Senator McCietian. Either rumor, report, information, or facts 
or whatever it is. 

Mr. Bow es. But this would be mutual in character, that we had 
been meeting on these things from time to time and there was a whole 
series of phone conversations back and forth. 

Senator McCrietxian. I am not questioning that, and I am not con- 
fining it to any telephone conversation. 

Mr. Bow es. That’s fine and good. 

Senator McCrietian. But do you have any other source or can you 
recall any other source from which you may ‘have gotten infor mation, 
other than Laurence Henderson, that would prompt you to write a 
letter with that statement in it ? 

Mr. Bow es. I certainly don’t recall having any other source and 
he and I were associated in this venture. 

Senator McCiei1an. I understand. So then he is the one who 
had the contact here in Washington ? 

Mr. Bowtes. That has been my position from the beginning ever 
since Duffy walked through the door. 

Senator McCretian. And you have no other way to account for 
that information and I still use the word “information” regardless 
of whether it is erroneous information, or erroneous report, or errone- 
ous rumor, or whatever we term it. 

You had no other source as far as you know and can recall for that 
information or those facts except from Laurence Henderson. Is that 
correct ? 

Mr. Bow tes. That would be correct, in the context in which you have 
carefuly phrased it there. 

Senator McCietian. Did you place some other context there? 

Mr. Bow es. It is correct and I want to add to it, and I don’t want 
to be pedantic about it, and I want to get away, goodness knows; 
but there are at least—you used the word “erroneous” and otherwise— 
and this is a mutual exchange of information and I don’t see why 
that isn’t clear. 

Senator McCLetian. We all get erroneous information and not 
intentionally, and sometimes it is intentional. 

Mr. Bow tes. I certainly wasn’t a very good seer. 

Senator McCietian. I am not saying the information was ac curate, 
but I am saying that you are bound to have some information in order 
to come to an understanding and express it. 
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Senator Jackson. The same would apply, would it not, in para- 
graph No. 2, where in that line you state— 

Much discussion among the Board members took place as to the aspects of the 
public interest which might apply under public law and regulation because of 
this type of speculative control. 

This, too, required information, did it not? 

Mr. Bowes. Thank you, Senator McClellan, for your courtesy and 
I appreciate it. 

enator McCiewian.. Thank you, sir. I was just trying to make 
it clear. 

(At this point Senator McClellan left the hearing room and Senator 
Srapingion entered. ) 

Mr. Bow gs. In part 2, insofar as we are talking about that being 
erroneous or otherwise, this would be as a result of discussions between 
Mr. Henderson and myself. 

Senator Jackson, Mr. Henderson presumably must have been able 
to get this information from someone who had access to what was 
going on within the Board. 

Did you think Mr. Henderson was giving you pretty reliable in- 
formation and did you have faith in him and the information he was 
giving you? 

Mr. Bow.es. Well, as far as this venture was concerned. 

Senator Jackson. I am talking about the letter here, the references 
you made, and the letter of August 6. 

Mr. Bow es. I don’t state these as facts in the sense of absolutely 
flat facts. I can see that I don’t here, and I don’t know what to say 
to that. The answer is “Yes, that, of course, discussions between 
Mr. Henderson and I testified these points,” and there is no question 
about that. 

Senator Jackson. You did qualify it in the second paragraph there 
I note— 

As a propagandist, I am absolutely delighted with the tentative decision of 
the CAB to award the New York-Florida route to Northeast. 

That was dated August 6 and there had not been any formal an- 
nouncement of any pending decision. Then, you go on to say— 

However, there is one definite point and one tentative point on which I think 
we should continue to focus. 

And then you list these things. So, you were giving it to Mr. Clark 
in the form of factual information, were you not ? 

Mr. Bow es. Of course, he had given it to me because he had writ- 
ten me a letter. 

Mr. O’Donnetu. Did he mention in that letter to you anything 
about the 5-year limitation ? 

Mr. Bow es. I beg your pardon, I follow you, but I thought you 
ment in its own context. 

Senator Jackson. You were giving his factual information that 
he did not have. 

Mr. Bow tgs. Certain erroneous information for the most part; 
yes. 

Senator Jackson. It turned out to be erroneous, on one point, and 
that is about divesting or requiring Atlas to divest itself of its stock 
interest in the Northeast Airlines. The rest is accurate, is it not? 
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Mr. Bowtes. As far as point 1 is concerned, you mean ? 
Senator Jackson. Yes. 
Mr. Bowes. Yes; and I think that point 1 is half right and half 

wrong, I guess. Point 2 was all wrong, I guess, and at least I haven’t 

seen any reports that indicated it. 

Senator Jackson. You don’t mean that. Now, I will give you 
time to read that. 

Mr. Bowtes. All right, I am reading point 1. 

Senator Jackson. Now, you say the 5-year limitation that you 
referred to there is erroneous? 

Mr. Bowtes. No, sir. 

Senator Jackson. You say in point 2 it is all wrong. Do you say 
that ? 

Mr. Bow es. I say that from all I have been able to gather. I 
didn’t see anything in the release of the Civil Aeronautics Board. 

Senator Jackson. Just answer the question. Let us save some time. 
In point 1, there is reference made to a 5-year limitation and that 
came out in the formal decision 4 days later, is that right ? 

Mr. Bowters. Yes. 

Senator Jackson. These are “Yes” or “No” answers and they are 
simple if you will just bear with me. 

Point 2 you refer to a 3 to 2 vote. You are referring to a 3 to 2 
vote / 

Mr. Bow rs. Mr. Clark had referred to a 3 to 2 vote in a letter to 
me. 

Senator Jackson. Can you not answer the question? You are 
looking at your own letter. Do you not refer to a 3 to 2 vote? 

Mr. Bowtes. Yes; I do refer to a 3 to 2 vote. 

Senator Jackson. That is all I ask. 

Mr. Bowxes. May I go back, please, sir, and the second sentence 
and of course, these people back here, they think I am acting like a 
fool here, probably. 

Senator Jackson. The record will speak for itself. 

Mr. Bowes. Thank you. But the second sentence in point 1 was 
not borne out by the facts. That is the second part of point 1. I 
don’t know whether or not the discussion of that other worked out. 

Senator Jackson. No one here disagreed with you. I merely 
asked a question. 

Mr. Bow tes. It works both ways as far as I can see. 

Senator Jackson. Do you have any further comment on that? 

Mr. Bow es. No, sir. 

Senator Jackson. Are there any other questions? 

Senator Symine@ron. I would like to ask you a couple of questions. 
Do you know about the testimony that we have had between Mr. 
Sawyer and Mr. Henderson. Were you here? 

Mr. Bowtes. No, sir; I wasn’t privileged to be here. 

Senator Symrneron. Then I have no questions. 

Senator Jackson. That will be all, Mr. Bowles. 

Mr. O’Donnetx. I would like to have that letter that he had in 
front of him introduced as an exhibit, Mr. Chairman. 

Mrs. Duckxerr. That was marked “Exhibit No. 28” previously. 

Senator Jackson. The committee will stand in recess until 10 a. m., 
tomorrow. 

(Whereupon, at 5:10 p. m., the hearing in the above-entitled mat- 

sie was recessed to reconvene on Friday, May 3, 1957, at 10 a. m.) 

























































LEAKS OF CAB DECISION OF AUGUST 2, 1956, AFFECT- 
ING NORTHEAST AIRLINES STOCK 


MONDAY, MAY 20, 1957 


Unirep Srates SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 2 p. m., pursuant to Senate Resolution 37, 
agreed to January 30, 1957, in room 357 of the Senate Office Building, 
Senator Henry M. Jackson presiding. 

Present: Senator John J. McClellan, Democrat, Arkansas; Senator 
Henry M. Jackson, Democrat, Washington; Senator Stuart Syming- 
ton, Democrat, Missouri; Senator Karl BE. Mundt, Republican, South 
Dakota; Senator Carl T. Curtis, Republican, Nebr aska; Senator 
Chapman Revercomb, Republican, West Virginia. 

Also present : Donald F. O’Donnell, chief counsel ; James N. Juliana, 
chief counsel to the minority ; LaVern Duffy, investigator; Margaret 
W. Duckett, acting chief clerk. 

Senator Jackson. The subcommittee will come to order. 

(Members present at the convening of the session were Senators 
McClellan, Jackson, Symington, and Curtis.) 

Senator Jackson. The first witness this morning is Mr. Sawyer. 

Mr. Sawyer, you are represented here by your counsel, William 
Roberts; i is that correct ? 

Mr. Sawyer. That is correct. 

Senator Jackson. You have been previously sworn ? 

Mr. Sawyer. Yes. 

Senator Jackson. The Chair wishes to advise you that you are now 
under oath and the testimony you will be giving will be under oath. 
You understand that? 

Mr. Sawyer. Yes. 

Senator Jackson. Now the Chair understands you desire to make a 
statement. 

Mr. Sawyer. That is correct. 

Senator Jackson. The Chair will waive the failure to comply with 
the rules. Your counsel knew, and you were aware of the rules, but 
the statement was not up here until this morning about 11 o’clock. 
You are aware of the rules that they are to be here 24 hours in 
advance ? 

Mr. Sawyer. Yes. I am sorry it wasn’t here sooner. 

Senator Jackson. You may proceed with your statement. 
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TESTIMONY OF RAYMOND SAWYER, ACCOMPANIED BY HIS 
COUNSEL, WILLIAM A. ROBERTS—Resumed 


Mr. Sawyer (reading) : 


After the public hearing of May 2, at which time I was a witness, Mr. Duffy, 
your investigator, told me on the telephone that “We trapped Henderson, but 
we trapped him fair.” 

Your method of trapping Henderson may have been fair or not as far as 
Henderson was concerned, but as far as I was concerned I would like the oppor- 
tunity to point out why it was not fair to me. 

In trapping Henderson you caused me to be reflected upon adversely, pub- 
licly, by my bosses and by my associates without any of the rights normally 
accorded an accused person. Let me illustrate: 

I am a Government employee who will have, or would have had 20 years’ 
service 2 weeks from today. On the morning that the hearings started, on 
May 2, I was ordered to leave the hearing room, although it had been announced 
as a public hearing. I appealed the order personally to Chairman Jackson, who 
said the rules of the committee required that I leave. I replied that the Ray 
Bowles’ letters reflected on me and if improperly used could result in my losing 
my job. 

Chairman Jackson was friendly and assured me that I would receive a fair 
hearing, and I left the committee room. 

When I took the witness stand subsequently I was put under oath and then 
asked if I was ready to proceed without counsel. At that moment I was being 
trapped and I think unfairly because I was not informed that there was any 
evidence against me and that therefore there was no occasion for me to consult 
with counsel prior to testifying. I might say in that connection that I had been 
questioned personally by members of your staff 10 times, and on the telephone— 
no, 6 times—and on the telephone 10 times, without any reference being made 
to the right to employ counsel. 

As a matter of fact, when I did testify I had reason to believe that there 
was no evidence against me because Bowles had not yet been called to testify. 
I was not told that other evidence had been presented against me. It was not 
until I had waived my right to counsel that I was then confronted on the witness 
stand under oath with a 1-page excerpt taken completely out of context from 73 
pages of testimony of Mr. Henderson, all of which testimony I was denied the 
right to hear. 

Not only was I denied the right to hear the evidence against me, but I was 
denied the right to confront the witness who testified against me. I was denied 
the right to cross-examine the witness, either personally or by counsel, and even 
if I had counsel the rules of your committee do not permit cross-examination on 
my behalf either personally or through counsel. 

The right of cross-examination is said by our courts to be among the very 
strongest bulwarks of justice. It is the right of cross-examination rather even 
than the right to trial by jury which Dean Wigmore says is the “great and 
permanent contribution of the Anglo-American system of law to improved 
methods of trial procedure.” 

Chairman Jackson had the reporter read to me this 1 page excerpt from the 
testimony of Mr. Henderson at page 320 of the transcript. 

Chairman Jackson’s question to Mr. Henderson in the excerpt read to me 
refers to the letter from the Securities and Exchange Commission as giving 
“the exact time of the sale of the first stock on August 3.” I emphasize the 
word “sale”, the exact time of the sale. 

Then Chairman Jackson said to me at page 322, the first paragraph: 

“When you look at it’—meaning the excerpt—“you will find that the official 
original slip shows that Mr. Henderson made a call to Mr. Clark at 10:06, and 
the first sale of stock occurred at 10:04 on August 3.” 

In fact, the letter from the SEC does not give the time of the sale at 10:04. 
The letter reads that the first purchase—and I quote from the letter—was 
“printed on the ticker tape of the American Stock Exchange” at 10:04. 

Thus, if Mr. Henderson phoned Mr. Clark right after getting the stock quote, 
he did know the price of the first sale, which price showed a substantial rise 
over the closing price of the afternoon before. In fact, a substantially larger 
rise than any time the previous month. 

Then Mr. O’Donnell recapped Mr. Henderson’s testimony for me at page 324, 
stating at page 325 that he confronted Mr. Henderson with the fact that the 
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first share of stock was on the ticker at 10:04, but then Mr. O’Donnell said to 
me that at 10:06 Mr. Henderson “could not have found out from Mr. Merrill 
Lynch that the stock was active.” I emphasize the word “active.” But was 
it activity of stock or the price of stock that motivated Henderson’s assump- 
tion that Northeast Airlines was getting the award? 

Henderson testified at page 204 of the transcript that the purpose of his call 
to Clark was to tell him “there was great activity in Northeastern stock, or ap- 
parently Northeast had gotten the route,” but Henderson testified in the very 


next sentence on page 204, the next to the last paragraph—this is Henderson’s 
testimony— 


“It is my best recollection that the only basis for that”—meaning the call to 
Clark—“the only basis for that was my call to the brokerage house to ask for 
current quotations on Northeast. At that time I know I got no indication of the 
volume of stock traded, and as I recall, I knew only the price. 


“But I assumed that the volume was high because the price had jumped 
considerably.” 


Chairman Jackson subsequently asked Henderson at page 207, second para- 
graph, second sentence: 

“And you called the Merrill Lynch people and found out there was a lot of 
activity?” 

Mr. Henderson replied, at page 207: 

“T did not find that out. I just found the price and I assumed there was a 
lot of activity.” 

Chairman Jackson asked: 

“You found the stock was active?” 

Mr. Henderson replied: 

“Tt had moved up; yes, sir.” 

From then on the questioning continually repeated the words, “active” and 
“activity” instead of price. And Henderson did not continue to correct every 
reference to activity. 

Again, while I was on the witness stand, Senator Symington said, at page 
326 : 

“We all realize that this witness’ life is destroyed if Mr. Henderson is telling 
the truth.” 

Chairman Jackson replied in part on page 326 and 7: 

“We want to be fair.” 

He—Mr. Henderson—had previously predicated it upon the fact that the 


stock market was active and therefore he assumed that the decision was favorable 
to Northeast. 

Nevertheless, I think any fair and reasonable interpretation of his testimony 
has to be that he knew only the price and assumed activity because the price 
was up. Indeed, in your own experience, if you phone a brokerage house for 
quotations on stock you know that you receive the price and not the velume; 
the price and not activity. 


I thank you, Mr. Chairman, very much for letting me read that 
statement. 

Senator Jackson. You feel it would have been difficult for you to 
tell the truth unless you had Mr. Henderson in the room with you? 
Ts that vour problem ? 

Mr. Sawyer. No, sir. 

Senator Jackson. That is what you are saying. 

Mr. Sawyer. I feel that the offer of counsel at that late stage was 
a pretty worthless offer to me because I didn’t know there had been 
any evidence given against me. 

Senator Jackson. Well, the Chair assumes—what is your edu- 
cation ? 

Mr. Roserrs. Mr. Chairman, it is on the 

Senator Jackson. That is all right. Counsel may be seated. 

Mr. Sawyer. I have a good education. Four years of college and 
three years of law school. 

Senator Jackson. You are a lawyer? 
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Mr. Sawyer. Four years of law school. I am not a practicing law- 
yer and I am not employed as a lawyer. 

Senator Jackson. Did you practice in New Hampshire ? 

Mr. Sawyer. I practiced two years; yes, sir. 

Senator Jackson. All right, you are a lawyer. 

Mr. Sawyer. This is the kind of practice you learn from experi- 
ence and not from law books. I do not hold myself out as a lawyer. 

Senator Jackson. You did for two years. 

Mr. Sawyer. That is right, but I do not now hold myself out as a 
lawyer. 

Senator Jackson. You know as a matter of legal training that you 
had the right to counsel and you knew that you were under oath and 
in case you testified on a matter that was pertinent to the inquiry and 
of a substantial nature you might commit perjury if it was false ¢ 

Mr. Sawyer. I did not know there was testimony against me, Sen- 
ator Jackson. 

Senator Jackson. In other words, you needed to know what Mr.- 
Henderson was going to say before you would be able to know what 
kind of answer you could give. 

Mr. Sawyer. No, on the contrary 

Senator Jackson. Just answer my question. 

Mr. Sawyer. My answer is “No.” 

Senator Jackson. Why are you complaining you needed to be in 
the room ? 

Mr. Sawyer. If you had told me that there was evidence against 
me, then I would have consulted counsel. 

Senator Jackson. Well, we will get into that. The Chair thought 
maybe you would want to take this opportunity to change part of your 
testimony during this opening statement. I should lke to refer to 
the testimony from the previous hearing at which you testified, page 
272, and I read from page 272: 

Senator Jackson. Did you talk with Mr. Henderson at any time between 
August 3 and August 10? 

Mr. Sawyer. I talked to him on August 10. 

Senator Jackson. Did you talk to Mr. Henderson on August 3? 

Mr. Sawyer. No. 

Senator Jackson. Did you talk to him on August 2 at any time? 

Mr. Sawyer. No. 

Senator Jackson. And you didn’t talk to him then until August 10? 

Mr. Sawyer. That is correct. 

Senator Jackson. What did you talk to him about? 

Mr. Sawyer. I received a phone call on August 10 from the publisher of Amer- 
ican Aviation, which is a trade journal. I was told by the publisher of that 
publication that he had information—I will refer to my notes if I may, because 
I gave the Chairman of the Board 

Senator Jackson. If it helps to refresh your recollection. 

Mr. Sawyer. A note on that. 

Senator JACKSON. Were they made at that time? 

Mr. Sawyer. Yes. 

Senator Jackson. These notes that you are going to use were. made at the 
time that this occurred? Are these notes you dictated? 

Mr. SAwYeEr. Yes. 


(At this point, Senator Mundt entered the hearing room.) 

Senator Jackson. Now, Mr. Sawyer, again on page 274 I asked you: 
Senator Jackson. You say you called Henderson ? 

Mr. Sawyer. That is right. 


Senator JAcKson. What day is this now? 
Mr. Sawyer. August 10, 1956. 
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That was from page 274. 
On page 279 of the same hearings. 


Senator Jackson. The only time you ever talked to Mr. Henderson in your 
life on the telephone was on August 10? 
Mr. Sawyer. Yes. Yes, that’s right. That’s the correct date. 


Again, referring to page 297 of the transcript, at the top of the 
page. 

Mr. O'DONNELL. And the Board did put the release out——— 

Mr. Sawyer. What page is that? 

Senator Jackson. Page 297, at the top of the page: 


Mr. O’DONNELL. And the Board did put the release out that day. 

Are you friendly with Mr. Henderson today? 

Mr. Sayyer. I am neither friendly with him nor unfriendly with him. I 
haven't talked to him since. 

Mr. O’DoNNELL. And the only contact with him was this one telephone call? 

Mr. Sawyer. That is right, and I contacted him because his name was given 
to me by the publisher of the paper. 


Again I refer you to page 323, And for your information, Mr. 
Sawyer, this part of the testimony relates to that period after I had 
placed Mr. Alderson, the official reporter on the stand, and Mr. Alder- 
son read back into the record Mr. Henderson’s statement with refer- 
ence to the fact that he could only have received the information from 
you. 

Now, again on page 32 


Senator Jackson. Your testimony is that his testimony is not correct, Mr. 
Henderson’s and that you did not call him on August 3? 

Mr. SawYer. That is right. I called him on August 10. And I called him when 
I got this phone call from the publication. 

Senator SyMINGTON. That is the only time you ever talked to him on the 
telephone? 

Mr. Sawyer. Yes, indeed, yes, itis. I am very positive about it. 


Again, on page 327, at the bottom of the page: 


Mr. Sawyer. No. I called him, Mr. Chairman, on the 10th of the month in 
response to that phone call from the publisher of the magazine, and it was 
while the Board was in session which means it was around 10:30 or 11 o’clock 
that morning. But it was the morning of the 10th. 

Senator JAcKson. But you are not sure about the third? You see this call 
would indicate according to his testimony, if Mr. Henderson is correct in receiv- 
ing this information from you, he had to receive it prior to 10:06 when he 
called Mr. Clark. 

Mr. SawYeEr. My call was on the 10th, and I am very sure about that.” 


Skipping a few points— 


Senator McCLELLAN. Let me ask you, Mr. Sawyer, I understand your eall to 
Mr. Henderson was a local call, is that correct? ? 

Mr. SAWYER. Yes, sir. 

Senator McCLeLLAN. On the 10th? 

Mr. SAWYER. Yes, sir. 

Senator McCLELLAN, That was a local call? 

Mr. SAwYeEr. Yes. 

Now the last reference at page 331 of the record: 


Mr. SAwyYer. Well, the only time he talked to me was when I called him on 
the 10th. 

Do you want to change that testimony ? 

Mr. Sawyer. That is very positive testimony and I am certainly 
sorry that I was so positive about dates that existed 9 months ago. I 
should not have been so positive about the date. I am positive about 
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the date when I got the phone call from the publisher because I have 
a memorandum on that. 

But in answer to your question I am advised by counsel for your 
committee that there is evidence that Mr. Henderson was in Chicago 
on August 10th and I have not seen the evidence. And Mr. Henderson 
subsequently has not told me for sure whether he was in Washington 
or in Chicago that day. 

However, if Sadan was in Chicago that day and if I did not 
call him long distance, which I have no recollection of doing, it seems 
obvious to everyone, including me, that that would not have been the 
day that I talked to him. 

So I am less positive in my own mind about this now than when 
I previously testified. My best recollection still is that it was August 
10—— 

Senator Jackson. Are you reading from a statement ? 

Mr. Sawyer. I have some notes here but I am not reading, but may 
T read from it if I wish? 

ae Jackson. If it will help you, surely, go ahead. 

Mr. Sawyer. I would like to follow my notes to get the sequence of 
this correct. 

My best recollection still is that it was the 10th when I learned that 
Henderson was leaving Trans-American Airlines to go to work for 
Fairchild. That recollection is, however, based upon my memo- 
randum to Chairman Durfee, which memorandum was dated the 10th. 
However, the date of the 10th necessarily was a reconstructed date and 
a date which I had to reconstruct more than 12 weeks after the mem- 
orandum was written. It is now over 9 months ago that the memo- 
randum was written or that the Board put that order out, I am not 
sure which, but it was not until November 2 that I gave Mr. Durfee a 
copy of the memorandum. 

Now the memorandum itself, a copy of which the committee has, 
but which as far as I know is still not in the record, the memorandum 
itself does not say that Henderson told me that day. The memo- 

randum does not say that I phoned Henderson that day, or any other 
day for that matter. 

With reference to time, the memorandum states only that the pub- 
lisher of American Aviation called me that day and that Henderson 
advises me—present tense—that he is leaving the company to work 
for Fairchild. Although the memorandum uses the present tense, 
the memorandum also shows that my information was incomplete as 
to time because it refers to Henderson as presently, or at least until 
recently, a Washington representative for Trans-American. 

Now I now know that conversations between Henderson and Fair- 
child started as far back as January 1956 and that Henderson de- 
cided in July to make the change. 

Consequently, I could have learned this from Henderson in July 
or, I suppose it is conceivable, I could have learned it from someone 
else, such as the lawyer for North American Airlines or from gossip 
in the industry or from someone in the Board or even from the Vice 
Chairman of the Board, Joe Adams, with whom I talked frequently. 

I have no reason and would not hedge as to when this was if I 
knew and could prove when it was. Actually it wouldn’t seem to 
make an awful lot of difference when it was that Henderson told me 
this because if my inquiry as to whether he was associated with 
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Bowles or as to whether he was trying to get Northeast Airlines for 
Trans-American was prior to August 10, it would have been caused 
by the many rumors that were circulating that if Northeast got the 
route that Trans-American would be operating it. 

Now the date on which I learned that Henderson was leaving 
Trans-American—— 

Senator Jackson. Are you reading or is this notes? Are you 
using notes, or are you reading? 

Mr. Sawyer. I am not re: ading, but I am referring to papers. 

Senator Jackson. Will you pass them up, please 4 

Mr. Roperrs. Those are answers to questions that were submitted 
to the Seek « 

Senator Jackson. I would like to see whether they are notes or 
whether it is a statement. He said it is notes. I would like to see 
them. Give them to the clerk, please. I want the part that he was 
referring to. 

Mr. Roserrs. These were questions and answers that were submit- 
ted to be answered. 

Senator Jackson. He is supposed to be answering the questions I 
put to him. 

Mr. Roserts. He is. 

Senator Jac ACKSON. They will go into the record and speak for 
themselves. They will be included in the rec ord at this point. 

Mr. Roserts. The questions and answers? 

Senator Jackson. The part he is reading, we will put it all in the 
record. He said they were notes. It obviously was a narrative 
statement. 

We will recess subject to the call of the Chair, and the witness will 
stand by until we return. 

(Thereupon, a brief recess was taken. ) 

Senator Jackson. The subcommittee will resume its deliberations. 

(Present at this point were Senators Jackson, Curtis, and Rever- 
comb. ) 

Senator Jackson. Pr ‘ior to leaving for the vote on the floor of the 
Senate, I believe, Mr. Sawyer, you were reading in an answer to one 
of the questions. Then you asked permission to have questions and 
answers put in the record; is that right ? 

Mr. Sawyer. Yes. I would like to say that I was not reading 
from it, however. I was using it as a guide in answering your 
questions. 

Senator Jackson. All right, you say you were not reading from it? 

Mr. Sawyer. That is right. 

Senator Jackson. The record will speak for itself. If you did, 
why, it will show up in the very accurate reporting of our reporting 
service. We will not debate that point. The Chair will receive from 
you 16 pages of questions and answer. The Chair understands that 
you submitted questions to ask Mr. Sawyer at a quarter past twelve, 
today, 37 questions. They were submitted not in conformity with the 
rules. These are the same questions for which you supplied answers; 
is that right? 

Mr. Sawyer. Yes. 

Senator Jackson. These questions and answers will be received for 
reference only. 
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Now, you made a point about Anglo-Saxon law and credence, but 
the Chair has practiced law a little while. But it is the first time 
that the Chair has been advised that one submits questions and then 
writes out the answers before he goes in and testifies. In other words, 
the counsel gives you the questions. You just sit up there and read 
them. But regardless of that they will be included for reference only. 

Mr. Sawyer. We would like to have them made part of the record. 

Senator Jackson. Not that kind of testimony. When you sub- 
mitted questions and also answers in advance the whole thing you 
complain about, the right of cross-examination, the truth comes out 
spontaneously. 

Mr. Sawyer. I expect to be cross-examined on those answers. 

Senator Jackson. But they will be in for reference only because no 
court of law will permit what you are asking. You are basing your 
request about rules in a court of law. but this i is certainly a novelty, 
I must say, if one can ask oneself questions and then have the written 
answers all in one breath. That is certainly a new rule of procedure. 

Mr. Roserts. May I say something? 

Senator Jackson. Yes. 

Mr. Roserrs. I understand the rules have no provision with respect 
to the submission of questions and answers; and, of course, counsel is 
not permitted to interrogate his own witness. Furthermore, of course 
it is quite evident that throughout the entire Federal practice pre- 
pared questions and answers are constantly used in all the records here. 

The only reason for it in this instance was to request that. these 
questions be asked so that Mr. Sawyer, who prepared these answers 
himself—-I did not prepare them; he actually dictated them himself— 
would have them before him. Of course he is subject to cross-exam- 
ination on them. 

I know of no rule that requires the questions and answer shall have 
to be submitted 24 hours in advance. 

Senator Jackson. I think, Mr. Roberts, we went through this point 
in executive session, you may recall. The Chair ruled and it is in 
conformity with the rule, that the questions you submit of course be 
with reference to other individuals that you desire to have interro- 
gated. The rules do not provide that we ask questions that are sub- 
mitted by the witness. We went through that. You can look at the 
record if you wish. 

Mr. Roserts. I will be glad to look at the record, but the rules are 
still there. It is quite clear it is in your discretion. 

Senator Jackson. They will be for reference only in the record. 

Mr. Sawyer. Mr. Chairman, without laboring the point, if I may 
give one additional reason why these would be helpful to me if you 
will put them in the record. They answer the testimony of other wit- 
nesses which could have been brought out by the other witnesses if 
we could have examined — when they were here. 

Senator Jackson. Mr. Sawyer, you are a lawyer. You had an op- 
portunity to answer these very things in your statement. You did 
not do that. Now I am not here to act as your lawyer. 

Furthermore, you had an opportunity to comment on something 
that is highly pertinent, your positive assertions about 8 or 9 times in 
the record that you talked with Mr. Henderson on August 10. You 
had that opportunity in your opening statement and I thought you 
perhaps wanted to comment on that because you were apprised in 
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executive session of the fact that Mr. Henderson had indicated he was 
not in the city when you talked to him on August 10. 

Now, you had a golden opportunity to come forth with a comment 
on that. You did not do that. 

(At this point Senator McClellan entered the hearing room.) 

Senator Jackson. The questions and answers could have been in- 
cluded in your main statement, but I see no justification for presenting 
in the record a dialog that. you arranged. You ask the questions and 
answer them yourself, and have it prepared in advance. 

Now, all of the questions and answers could be included in your 
opening statement. If you want to include it in narrative form you 
may do so. 

The rules have not been complied with. We are waiving them right 
and left. If we want to be technical you would not have the right 
to make this statement. You may submit that in narrative form and it 
will be part of your original statement. 

Mr. Sawyer. Thank you. 

Senator McCretian. I would like to inquire. Was this all prepared 
by you and your counsel before you came here? 

Mr. § Sawyer. Yes, sir, and I have the longhand notes, a great deal 
of it in my longhand, and the answers in my longhand where I wrote 
out those answers. 

Senator McCietian. I see no objection to your referring to it if you 
want to. If you are going to put it all in the record it is all right. 
That properly belonged, if you had prepared it, in your opening state- 
ment. However, I would ‘waive most everything and examine him 
and let him proceed. 

Senator Jackson. Do you have any further statement you want to 
make ¢ 

Mr. Sawyer. Yes. 

Senator Jackson. You have read the transcript, have you not? 

Mr. Sawyer. I have read the transcript of the public hearing but 
not of the executive. 

Senator Jackson. Well, the public hearing. Why did you not com- 
ment on the fact about the date of August 10 and you were advised 
he was not even in the city ? 

Mr. Sawyer. That is commented on, sir, in one of the answers, which 
you have. 

Senator Jackson. You did not want to make it in your opening 
statement ? 

Mr. Sawyer. We had asked that those be put in question form, but 
I will be glad to make them part of my opening statement. 

Senator Jackson. They will be incl ded in your opening statement. 

Senator McCue.ian. He asked himself questions and answers, is 
that right? 

Senator Jackson. Yes. I think we will put them in as is. You 
will not even have to transpose them. 

(The document referred to follows :) 

1. Question. Can you explain your special familiarity with the mechanics and 
procedures for the consideration of formal cases before the Civil Aeronautics 
Board? 

go Yes. It was my job to be familiar with the mechanics and procedures 


for the consideration of formal cases. It was my job to continually check upon 
the progress of work and to schedule the work on the Board’s calendar. 
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2. Question. In route certificate cases, what procedures are utilized to prepare 
the case for consideration and vote by the Board members and what units of the 
Board organization are employed on these preliminary determinations? 

Answer. (1) After the application is filed by an airline or a city, all appli- 
cants are heard in a prehearing conference before a Board examiner. 

(2) After the issues are resolved, oral and written evidence is presented to 
the Board’s examiner, including, in important cases, evidence by the Bureau 
counsel (who represents the Bureau of Air Operations of the Board. His posi- 
tion is arrived at as a result of preparation of economic data by the Bureau’s 
economists, analysts, statisticians and lawyers, with the help of personnel from 
the Board’s Office of Carrier Accounts and Statistics, and following conferences 
among the working staff and section chiefs, the Chief of the Routes Division, 
and the Director of Air Operations. ) 

(3) Briefs are presented to the examiner by the: parties and the Bureau 
counsel. 

(4) The examiner issues his findings in the form of a written initial decision. 

(5) Exceptions to the examiner’s initial decision, and briefs on those exceptions 
(including the briefs of Bureau counsel) are filed with the Board. 

(6) Oral argument (including argument by Bureau counsel) is then made 
before the full Board. 

(7) Thereafter, the Opinion Writing Division of the General Counsel’s Office 
circulates to the members (and/or members’ assistants) a list of questions which 
must be decided. 

(8) The Board then issues instructions to the Opinion Writing Division (gen- 
erally following the order in the list of questions) as to how it wishes to decide 
each question, and for the preparation of the Board’s opinion. 

(9) Appropriate members of the Board’s staff normally are present for these 
instructions for the purpose of explaining issues, answering questions or advis- 
ing the Board. 

The units of the Board employed in arriving at a final Board decision include 
some or all of the following: 

(1) The Office of the Chief Examiner, including the examiner who heard 
the case; 

(2) Bureau of Air Operations, including staff of the Routes, Rates or Inter- 
national Divisions; 

(3) Office of Carrier Accounts and Statistics (auditors, and research staff 
to prepare economics data, charts, tables and graphs) ; 

(4) Office of the General Counsel, including staff of the following Divisions: 
Opinion Writing; Litigation and Research; and International Rules, plus assist- 
ants to the General Counsel. 

(5) Members’ assistants. 

3. Question. Was the decision of the Civil Aeronautics Board, at its meeting of 
August 2, 1956 in the New York-Florida case, a final or complete determination 
of the matter? 

Answer. No. A number of other questions remained to be decided, such as 
whether additional service should be authorized for Norfolk-Newport News; 
Greensboro-High Point-Winston-Salem ; Fayetteville, Charlotte, Raleigh-Durham ; 
Augusta, Ga., and Charleston, 8. C. In addition, the question of permitting Delta 
to operate one-plane service between New York and Miami with a mandatory stop 
in Atlanta always was a possibility in this case, because Delta already operated 
service from New York to Atlanta, and from Atlanta to Miami. If the Board 
had permitted through 1-plane service between New York and Miami with a 
1 stop at Atlanta, the immediate value of the award to Northeast Airlines would 
have been destroyed, at least for the next few years. 

4. Question. What units or individuals of the staff of the Board had other 
functions to perform prior to the release on August 10 of notice of the action of 
the Board? 

Answer. (1) At one of the meetings of the Board, instructions were issued 
for appropriate personnel of the Bureau of Air Operations to prepare an analysis 
of the economic effect of authorizing Delta to provide New York-Miami service 
with a mandatory stop at Atlanta. 

(2) The General Counsel’s Office was directed to prepare an analysis of the 
legal issues raised in that connection. 

(3) In addition, personnel of the Public Information Office and the Opinion 
Writing Division were required to collaborate on a press release which would 
include all the basic determinations in the case. 
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5. Question. In the normal course of your functions with the Board during the 
period embracing the months of July and August 1956, with which individuals 
of the Board or its staff did you have occasion to confer concerning the 
administration of reports and decisions of the Board? 

Answer. Board members, members’ assistants and their secretaries, personnel 
of the Office of the General Counsel, of the Chief Examiner, the Bureau of Air 
Operations, the Office of Carrier Accounts and Statistics, the Office of Congres- 
sional Liaison and Public Information, and perhaps others. 

6. Question. What special circumstances accounted for the large number 
of persons present during the preliminary consideration of the New York- 
Florida case on the night of August 2? 

Answer. We had a meeting that night of all the Bureau and Office heads, 
with the Board, in order to approve the Board’s fiscal plan for the year. Many 
of them stayed for the discussion. Otherwise there wouldn’t have been half as 
many staff members present. 

7. Question. Were you personally acquainted with all of the persons present 
on the night of August 2? Please state their names, and occasions for contact 
with each such person. 

Answer. Yes. 

Name Title 

M. C. Mulligan Secretary of the Board. 

John W. Dregee Chief, Routes and Carrier Relations 
Division, BAO. 

Thomas L. Wrenn_.----.-.-..._-.---_._.. Assistant Chief Examiner, Economic 
Proceedings Division, BHE 

James Anton Chief, Office of Compliance. 

I as a a a Attorney-adviser, OGC. 

Joseph B. Goldman Chief, Opinion Writing Division, OGC 

Jacob W. Rosenthal__..__._._.___._._______ Assistant Chief, Opinion Writing Divi- 
sion, OGC. 

UIE Us UNO icine ae aeechinats canna ae yeneral attorney, OGC. 

OI ee amen Attorney-adviser, assistant to member 
Adams. 

UE 2 eR 5: setpchitannnadicahiaiaeciiel Attorney-adviser, assistant to member 
Gurney. 

PO, ike niin iter eases eee Attorney-adviser, assistant to the 
Chairman. 

F. Merritt Ruhlen Hearing examiner, BHE. 

EE IF SN a tea ease aaa Attorney-adviser, assistant to member 
Denny. 

Ny i i is cceearnicciansiebicamg daniel General attorney, OGC. 

RRR RIN ill II a. aes cerdnsnignecman nail ciation General Counsel. 

Francis W. Brown Chief examiner. 

RE cia: MRO nites iss isteteinegl Minutes recorder. 

a eee i RIN 0 i icascaasste i ere eine ish eksheaetak Air transport examiner. 

ON eo: MeN DO Ss cnn tgticoceniccein sac eiiee Attorney-adviser, assistant to member 
Minetti. 

James R. Durfee Chairman. 

DB PO isis shcicniticsinin caer cenclvallibail Vice Chairman. 

NI io INO te il eel ea Member. 

Gh AOI TRO on nn win ccaicbccrencisemianinn Member. 


8. Question. Since your employment by the Board, have you directly or in- 
directly bought, sold, or owned any securities of any air carrier? 

Answer, No. 

9. Question. Have you directly or indirectly profited or gained as a result of 
the consideration or determination of any case pending before the Board during 
the period of your employment? 

Answer. No. 

10. Question. Is the Civil Aeronautics Board concerned with the acquisition 
or attempts at acquisition of control of air carriers? 

Answer. Yes. One of the duties of the Board is to prevent the control of one 
air carrier by another without prior Board approval. 

11. Question. Would the Board have the duty of investigating and acting 
upon any bona fide report of proposed or attempted acquisition of control of 
Northeast Airlines? 

Answer. T'he answer is clearly “Yes.” 
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12. Question. Did you have any information concerning a charge that acqui- 
sition of control cf Northeast Airlines was being attempted during the months 
of July or August 1956? 

Answer. Yes. There were persistent rumors over a period of several months 
that Trans-American Airlines was attempting to obtain control of Northeast 
Airlines. I think these rumors started with the Celler committee hearings that 
spring. Trans-American Airlines was a combine of irregular carriers whose 
letters of registration had been revoked by the Board for violation of the Civil 
Aeronautics Act and the Board’s regulations. Consequently, any attempt by 
Trans-American Airlines to obtain control of Northeast Airlines would be of 
particular concern to the Board. 

13. Question. What is American Aviation Daily and who is Wayne W. Par- 
rish? 

Answer. American Aviation Daily is an influential, well-informed, nationally 
circulated trade letter on aviation. It is known as the bible of the industry, and 
as one of its services to subscribers, it frequently scoops other publications in 
publishing Board decisions prior to their‘ official release. Wayne W. Varrish is 
the publisher of the American Aviation publications, including Aviation Daily. 

14. Question. You have heretofore discussed a telephone call received from 
Mr. Parrish on August 10 relating to possible acquisition of control of North- 
east Airlines. What action did you take upon receiving this call? 

Answer. Upon receiving this call from Mr. Parrish, I dictated a memorandum to 
the Chairman of the Board outlining Mr. Parish’s statement that he was breaking 
a story that way which would set forth evidence that Trans-American Airlines 

yas “trying to buy” or had an “agreement” to buy Mr. Odlum’s stock in Northeast 
Airlines. It immediately occurred to me that his fear should not be taken too 
seriously if the only evidence he had was correspondence linking Bowles and 
Henderson to the undertaking, for Bowles had previously told me his project had 
nothing to do with Trans-American Airlines and I either ascertained then or 
already had been told that Henderson was leaving Trans-American Airlines. 
Consequently, I recommended to the Chairman that the Board not delay its award 
to Northeast Airlines because of this rumor. (If the rumor had subsequently 
turned out to be correct, the Board could have taken appropriate action such as 
reconsidering its decision.) 

15. Question. Do you have photostatic copies of the retained carbon of your 
note of Chairman Durfee bearing date of August 10? 

Answer. Yes—a copy made in October from my secretary’s notes. 

16. Question. Were there additional notations on the original transmitted to 
Chairman Durfee? 

Answer. Yes. I made an additional statement in longhand recommending 
against delaying the publication of the Board’s vote and the Chairman’s assistant 
likewise made longhand notes in which he agreed with my recommendation. 

17. Question. Who was present when you delivered this memorandum and 
discussed its contents? 

Answer. This memorandum was delivered to the Chairman in the Board room 
while the Board was in session. It later was discussed with the Chairman in 
his office, as I recall, by both the Chairman’s assistant and myself. 

18. Question. Have you ever had any close, personal, or business relationships 
with Mr. Henderson? 

Answer. No. 

19. Question. When did you become aware of the relationship of Mr. Hender- 
son with a possible effort to secure a purchaser for the control of Northeast 
Airlines? 

Answer. It has been my recollection right along that my first knowledge that 
Henderson was working with Bowles to try and organize a New England group 
to buy Northeast Airlines came from the publisher of American Aviation when 
he phoned me on August 10. It is possible that Mr. Bowles may have told me 
about it in July, but I do not now remember it if he did. 

20. Question. When was the first time that any significance of a possible com- 
munication between yourself and Mr. Henderson became known to you? 

Answer. October 22 (11 weeks and 4 days after August 2), when Mr. Duffy 
came to my office with a subpena, and asked me why I was mad at Mr. Henderson. 

21. Question. In your direct examination you stated that you talked on the 
telephone with Mr. Henderson on August 10, 1956. Have you now any reason to 
believe that date may have been stated in error? 2 

Answer. I am advised that ccunsel for your committee has evidence that Hen- 
derson was in Chicago on August 10. I have not seen the evidence, and Hender- 
son doesn't say for sure whether he was in Washington or Chicago that day. 
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However, if Henderson was in fact in Chicago all that day, and if I did not call 
him long distance (which I have no recollection of doing), it is obvious to me 
that I could not have talked to him that day. 

Consequently, I am less positive in my own mind about this now than when I 
previously testified. My best recollection still is that it was August 10 when I 
learned that Henderson was leaving TAA to go to work for Fairchild Aircraft. 
That recollection is, of course, based upon my memorandum to Chairman Durfee, 
which was dated August 10. However, the date of August 10 necessarily was ¢ 
reconstructed date, a date which I had to reconstruct more than 12 weeks after 
the memorandum was written. (It is over 9 months ago now. It was not until 
November 2 that I gave Mr. Duffy a copy of the memorandum. ) 

The memorandum itself does not say that Henderson told me that day. The 
memorandum does not Say I phoned Henderson that day, or any other day for 
that matter. With reference to time, the memo says only that the publisher of 
American Aviation phoned me that day and that Henderson advises me (present 
tense) that he is leaving the company (TAA) to work for Fairchild. Although 
the memo uses the present tense, the memo also shows that my information was 
incomplete as to time, because it refers to Henderson as “presently, or at least 
until recently, a Washington representative for Trans-American.” 

22. Question. Can you now state with certainty that this information came 
from Mr. Henderson? 

Answer. I now know that the conversations between Henderson and Fairchild 
Aircraft started as far back as January 1956 and that Henderson had decided 
in July to make the change. Consequently, I could have learned of it in July 
from Henderson or perhaps from someone else such as Hardy Maclay, Washing- 
ton counsel for TAA, from gossip in the industry, in the Board, or even from 
Vice Chairman Adams. Henderson’s own testimony is that he paid a call on me 
and told me about it later in the month of August. I don’t remember any such 
visit. But if he did visit me and if I learned about it from him, then it would 
seem more likely that it would have been late in July rather than late in August. 

I would have no reason to, and would not hedge as to when this was, if I my- 
self knew. Actually it would not seem to make any great difference when he 
told me. 

If my inquiry (as to whether his activity was in connection with Bowles, or 
on behalf of TAA) was prior to August 10, it would have been caused by the 
many rumors that if Northeast got the route Trans-American would be operat- 
ing it. 

23. Question. Can you now state with certainty when and where you telephoned 
or talked with Mr. Henderson? 

Answer. The date on which I learned that Henderson was leaving Trans- 
American was not significant at the time. The significant thing to me, at the 
time I learned of it, was not who told me, or when it was told me, or that 
Henderson was leaving. The significant thing was that a top official of TAA 
was leaving. This was the first indication I had that top-echelon personnel of 
the company apparently were losing hope that Trans-American would be able 
to continue as an airline. My difficulty in trying to determine positively the date 
of my conversation with Henderson stems from the memorandum itself, because 
it is dated the 10th. 

I should like to say, however, and this has an important bearing upon my 
credibility, that the memorandum of the 10th was not discovered by the com- 
mittee’s staff; it was not turned over to the committee by the Chairman of the 
Board or any other person at the Board, nor indeed was it probably even in 
existence on October 22 when Mr. Duffy first questioned me about Henderson. 
I volunteered to Mr. Duffy the information that I had written the Chairman 
a memorandum which, on its face, showed that I knew Henderson was leaving 
Trans-American. I offered to obtain this memorandum for Mr. Duffy. A 
search of the Chairman’s files failed to locate it. Subsequently, I requested my 
secretary to re-create it from her notes. 

The re-created memorandum was turned over to Mr. Duffy in November, but it 
does not contain the longhand notes which the Chairman’s assistant and I 
both wrote on the bottom of it. The point of this, of course, is that it was 
not necessary for me to re-create a memorandum which could not be found, 
and may not even have been in existence. Moreover, had I a guilty conscience, 
or anything to hide about Bowles or Henderson, I certainly would not have 
put their names in a memorandum to the Chairman a week after the leak and 
2 days after the Chairman, in my presence, had asked the SEC to investigate 
the leak. Neither would I have gone to the trouble of having the memorandum 
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re-created from my secretary’s notes in order that I might voluntarily reproduce 
it for the committee. 

If I had talked to Henderson on August 3, I am sure I would have remembered 
that date because of its importance. Moreover, if I had talked to Henderson 
on that date, I would have no hesitancy in saying so. For, I repeat, if I had 
anything to hide, regarding Henderson, I would not have put his name in my 
memorandum of August 10 to Chairman Durfee, and I would not have re- 
created the memo for the sole purpose of giving it to this committee to be 
used against me. 

Eleven weeks and four days had elapsed between August 2 and October 22, 
when Mr. Duffy walked into my office and asked me why I was mad at Hender- 
son. Mind you, this had reference to a letter from Bowles to Henderson, a 
letter which I had not seen, and of which I had no knowledge. Nevertheless, 
I answered spontaneously, and as part of the res gestae of that conversation 
with Mr. Duffy, that I was upset at Henderson (and at Bowles too for that 
matter) because they had handled their so-called syndicate plans in such man- 
ner as to permit their correspondence to be used by Aviation Daily as an argu- 
ment for delaying and perhaps blocking the award of the New York-Florida 
route to Northeast Airlines, 

Bowles had originally stated that the public interest objective of his under- 
taking was to obtain the route for a New England-based carrier. The leak- 
ing of this correspondence to Aviation Daily was not in the best interest of 
obtaining this route for a New England-based carrier. On the contrary, release 
of the correspondence could help Delta Airlines, an Atlanta-based carrier. 

24. Question. Since this inquiry commenced, have you made an analysis of the 
market prices of stock of Northeast Airlines? 

If so, what does it disclose. 

Answer. Yes. 


Closing and opening prices of Northeast Airlines stock on the American Stock 
Eachange—Summary of changes 


5/8 rise 1day (Friday, August 3, 1956). 

3/8 rise 1 day (Thursday, July 5, 1956; Wall 
Street Journal reported on July 6 
Northeast Airlines set a new June 
traffic record, carrying 60,207 pas- 
sengers, up 8 percent from the pre- 
vious high set in 1955). 

Be NN nie de wees pfoellctadi abe 3 days (Tuesday and Wednesday, July 
10 and 11, first two days of oral 
argument before the CAB in New 
York-Florida case; and Friday, 
July 27). 

I ese Soe be ale ce 8 days (July 3, July 26, August 1). 

No change or no sales________________-~. 11 days (July 2, 6, 9, 12, 16, 17, 19, 20, 
23, 30, August 2). 

Decline (1/8 or 2-8) 5 days (July 13, 18, 24, 25, 31). 


25. Question. Apart from the effect on securities, what importance is attached 
to restriction on information of Board action in route cases until officially dis- 
closed? 

Answer. Leaks provide the opportunity for pressuring the staff, and for pres- 
suring members to change their vote before a decision has been published. 

26. Question. Were you aware of these factors and did you govern yourself 
accordingly? 

Answer. Yes; and I certainly did. 

27. Question. Did you desire the Board to change its vote after the August 2 
meeting? 

Answer. No, indeed. On the contrary, I strongly favored the award of this 
route to Northeast Airlines and would much have preferred that the Board’s 
vote not leak. (Subsidy, seasonality, New England service, less diversion to 
other carriers. ) 

28. Question. Did you participate in any efforts to prevent irregular disclosure 
of Board actions? If so, what? 

Answer. Yes. I endorsed and supported the Chairman's plan to announce 
Board votes as soon as they were taken. In addition, I issued a memorandum to 
all Bureau and Office heads, dated August 16, 1956, advising them that the Board 
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had decided to issue a press release in important decisions at the time instruc- 
tions were given to the staff; and cautioning them and their staffs that there 
was to be no discussion of such instructions until after the opinion and order 
in the case had been released. 

29. Question. Mr. Bowles testified that when he first contacted you on the 
telephone about his desire to organize a New England group to purchase North- 
east Airlines that he read to you from a small section of a prospectus (p. 341). 
Did he tell you he was reading from a prospectus? 

Answer. No. 

30. Question. Did he later concede to you that he did not tell you he was read- 
ing from the prospectus? 

Answer. Yes 

31. Question. Do you have any further comment to make on Bowles’ testi- 
mony attributing to you an alleged statement between July 24 and July 26 that 
at least 3 of the Board members haven’t given any indication as to how 
they are going to vote (pp. 3815 and 356) ? 

Answer. Yes. It would have been preferable to bring out the facts from Mr, 

3owles’ own testimony through cross-examination. Mr. Bowles own interpre- 
tation of his own statements would be more effective, in my defense, and would 
have more probative value than my own answers to them. However in the 
absence of the right of cross-examination, I can only do the next best thing and 
supply answers which I believe Bowles would have given on cross-examination. 
My answer to this question in my original testimony is accurate, namely that I 
could not have told him the views of the members in July. The Board had not 
discussed the case in July and I certainly did not know their views. 

The Bowles statement that at least 3 of them haven’t given any indication of 
how they are going to vote implies that 2 of them had given such indication. 
That is an incorrect implication and I am reasonably sure that if this committee 
were to question each member no one of them would admit to having told me 
in advance, or anyone else for that matter, how he was going to vote in this 
case. There is still another possible explanation for the Bowles statement. 
Close observers of the Board’s decisions would have known that members Denny 
and Gurney, who dissented in this case also dissented in similar cases, the year 
before against extending Braniff Airways from Dallas to New York and against 
extending the routes of Continental Airlines from Chicago through Denver to 
Los Angeles. Bowles could have learned this from any one of a number of 
other persons and would not by any means have to have learned it from me 
(p. 815). 

32. Question. Do you have any comment to make with regard to Bowles’ 
testimony that you would be willing to talk to Mr. Forrester Clark of Boston 
(pp. 344, 345, 355, and 356) ? 

Answer. Yes. I testified at the previous hearing that I told Bowles I would 
not call Mr. Clark. It is my recollection that Bowles then asked me if I would 
talk to Clark if Clark called me. I would, of course, have talked to Mr. Clark 
if he had called me, and undoubtedly told Bowles so. As a matter of fact, as 
an employee of the Government, I have never refused to talk to anyone who 
visited my office or called me with regard to matters relating to the Civil Aero- 
nautics Board. 

33. Question. Do you have any comment to make on Bowles’ letter to Forrester 
Clark, dated August 6, 1956? 

Answer. Yes. In the letter of August 6, 1956, to Mr. Clark, Bowles states: 

(1) That the Board’s written opinion will coutain a 5-year limitation; 

(2) Will contain a strong criticism of management methods to date; 

(8) Much discussion took place among the Board members on the possi- 
bility of ordering Atlas to divest itself of financial control of Northeast; 
and 

(4) That the public interest aspects of this type of speculative control 
explains the close 3-to-2 vote. 

Bowles was wrong on 3 of the above 4 statements. Only the first statement 
was correct, namely the 5-year limitation. There is testimony in the record 
of this hearing that Mr. Odlum testified before the examiner that he might 
sell Northeast Airlines in 5 years (p. 217). There is also testmony in the record 
that Mr. Odlum indicated that he was not going to sell Northeast. The tran- 
script of Mr. Odlum’s testimony is the best evidence of what he said and that 
transcript is not in evidence at this hearing. I believe it should be put in evi- 
dence because, at page 1501 of Mr. Odlum’s testimony before the examiner, Mr. 
Odlum gave the following testimony: 
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Question (p. 1501). “Under the special situation theory, assuming that North- 
east were successful in this proceeding in its bid for a new route from the 
Northeast to Florida, and further assuming that Northeast would become a 
profitmaking organization by virtue of having obtained such a route, Atlas 
would soon thereafter, reasonably soon thereafter, divest most of its holding in 
Northeast, wouldn’t it?” 

Answer by Mr. Odlum. “Well, no; that is not quite what that says, and that 
is not quite what we do. At some time along the line, after all of the problems 
of Northeast connected with the new route and the equipment, the organization, 
the operation, have been what we call stabilized and jelled, and it is running 
under its own power, the time would come when in one form or another, we 
would divest ourselves of that holding and move on to other tasks.” 

* * * * * * * 


Question (p. 1502). “Profit must, though, have some bearing on the time at 
which you would sell, does it not?” 
* * * * * * * 


Answer (p. 1503): “Yes, profit would have some bearing on that, but other 
things would have more of a bearing than the profit itself at a particular time. 
We have been in Northeast for 12 years now and we have made no profit in it 
to date. If 5 years from now everything was moving with this route as a 
long-haul operation connected with the New England territory, and there was 
still no profit but everything else was right, the time would probably be there 
when we should move on.” 

4 bd * a * 4 a. 


The best answer to the other three points in Bowles’ letters is the Board's 
actual decision. Instead of criticising Northeast’s management, the Board's 
decision states: 

‘Moreover, we are not convinced, as apparently the examiner was, that North- 
east’s management has demonstrated any lack of capacity to compete by its 
proposed plan of operation” (p. 11). 

“We find no sound basis in this record for impugning Northeast’s management 
efficiency * * *” (p. 12). 

Regarding the third point in Bowles’ letter, the possibility of ordering Atlas 
to divest itself, the Board states: 

“Atlas’ profit motive is in itself entirely legitimate and certainly no bar to 
the route award to Northeast * * *” (p. 15). 

Regarding the fourth point in Bowles’ letter, the best explanation for the 
close 3-to-2 vote is of course contained in the dissents themselves. Senator 
Gurney’s dissent was based primarily on his belief that Delta was better able 
to provide the service. His dissent contains no criticism of Atlas whatsoever. 
Indeed, the only reference to the Atlas Corp. in Member Gurney’s dissent was in 
connection with the allegation that Howard Huges may control Atlas and that 
the Board should investigate the possible Hughes control of Atlas before the 
award of the route to Northeast. 

Member Denny states in his dissent : 

“My basic difficulty with Northeast’s authorization is that the traveling and 
shipping public would be denied the benefits flowing from an additional com- 
petitive service.” 

Member Denny’s only conclusion with reference to the Atlas Corp. is as 
follows: 

“There is obviously nothing wrong with the practice of Atlas Corp. in its 
development of ‘special situation.’ Atlas is admittedly interested in making 
a profit on its investment and then withdrawing its capital. In my judgment, 
this practice by Atlas does not lend itself to the type of ownership upon which 
the Board can rely in its efforts to provide a long-range development of a sound 
air transportation system.” 

Bowles’ letter, like most of his others, included a plug for his public relations 
firm. After suggesting that Henderson should be employed by the company, 
he states, “perhaps we could back him up in this office with our sales promotion 
counsel and with our art and copy departments.” 

34. Question, Are you aware that copies of several letters written by him to 
you and to other people were introduced in the record of this hearing? 

Answer. Yes. 

35. Question. Do you consider that these letters reflect upon you adversely? 

Answer. Yes. 
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36. Question. Did Mr. Bowles write any other letter, subpenaed by this com- 
mittee, which has not been introduced in evidence, and which you would like 
to have introduced? 

Answer. Yes. 

37. Question. Will you please identify the letter? 

Answer. On April 6, 1956, Bowles wrote in a letter to Northeast Airlines 
that he had “heard a portion of Wrenn’s report about an hour before its release.” 
In that letter, Bowles referred to the examiner’s criticism of the Odlum owner- 
ship and the Northeast management and said: 

“If you have need of a fresh face and ideas, and someone who likes hard 
work, I’d be happy to talk with you and Mr. Gardner.” (President of North- 
east Airlines. ) 

“However, in any event the best of luck and I’ll do what I can on the side.” 

This is another example of Bowles trying to impress prospective clients or 
employers by overstating his information, and by boasting of nonexistence 
influence. 

When later questioned by Mr. Duffy during this investigation, Bowles told 
Duffy that I was the one who had read him excerpts from the examiner’s initial 
decision an hour before its release. It is, as you know, difficult to prove negative 
facts, and presumably that is the basis for the presumption in our law that 
a person is presumed innocent, at least in the courts, until proved guilty. I was 
not able to disprove all of Bowles’ letters by documentary evidence, so those 
letters were put in evidence against me. 

I was able to disprove the accuracy of this letter. Thus, I believe it too 
should be made a part of this record as bearing upon the credibility of Bowles 
as a witness, and showing that I have been the victim of unwarranted boast- 
fulness (or puffing) on the part of this person who has used my name so 
improperly. The release time of the examiner’s initial decision was 3 p. m., as 
shown by the memo of April 3 from the Chief of the Dockets Section to members 
of the Board and others. Records of the Shoreham Hotel show that on the 
date of the release of the examiner’s decision, Mr. Bowles and Mr. Joseph 
Benedict, a bank official of Worcester, Mass., checked into the hotel at 3: 42 
p. m. (42 minutes after the release of the examiner’s decision). 

Bowles states, and the committee staff has ascertained from Mr. Benedict, 
that in fact the two of them, upon arriving at the airport that afternoon, went 
directly to the Shoreham Hotel without stopping or without making any tele- 
phone calls to anyone. Thus, Bowles could not possibly have heard a portion 
of the examiner’s report an hour before its release. The records of the Shore- 
ham Hotel show that on that day 16 local telephone calls were made from their 
suite. One of them was to me and must have been fully an hour after the release 
time of the examiner’s decision, and perhaps longer. 


Senator Jackson. Mr. O’Donnell. 

Mr. O’Donne tu. If you did not call Henderson on the 10th of Au- 
gust, when did you call him about this Northeast Airlines deal ? 

Mr. Sawyer. I wish I could tell you with certainty. I would like 
to repeat that the reason that I fixed on the date of the 10th is because 
that was the date of my memorandum to the Board. 

May I inquire, will this memorandum be put in the record ? 

Mr. O’DonNELL. Yes. 

Senator Jackson. That will be marked “Exhibit No. 29.” Have the 
witness identify it. 

Mr. O’Donnett. Will you identify that memorandum ? 

Mr. Sawyer. This is a copy of a memorandum which I gave to the 
Chairman of the Board on August 10, 1956, but it does not include 
the longhand note which I added to the bottom of the memorandum or 
the longhand note which the Chairman’s assistant also added to the 
bottom, because that memorandum was turned over to the Chairman 
and I do not have the original. This is a copy later made from my 
secretary’s notes. 

Senator Jackson. What about the second page? What does that 
have on it? 
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Mr. Sawyer. The second page is in my own longhand and that is a 
photostat of my longhand notes of my conversation with the publisher 
of American Aviation on the 10th. 

Mr. O’Donnetit. What is the date of the memorandum? That is 
on top. 

Mr. Sawyer. August 10, 1956. 

Mr. eee tae What is the date of the longhand memorandum ? 

Mr. Sawyer. August 10, 1956. 

Mr. O’Donnet. Now these notes are not the original notes as 
typed, that you had? 

Mr. Sawyer. No. 

Mr. O’Donnett. What are they? 

Mr. Sawyer. The typed ones were typed from my secretary’s notes 
later after Mr. Duffy came to my office and inquired about Henderson. 
The longhand notes of course are photostats of the original. 

Mr. O’Donnetu. Can you recall approximately when these were 
typed, that is, the memorandum of August 10? 

Mr. Sawyer. Yes, I have a note on that. 

(At this point, Senator McClellan withdrew from the hearing 
room. Me 

Mr. Sawyer. I gave this memorandum to Mr. Duffy on Friday, No; 
vember 2, and it was probably typed that same day. 

Mr. O’Donnett. Mr. Chairman, may we have that entered as an 
exhibit ? 

Senator Jackson. That will be admitted as exhibit No. 29. 

(The document referred to was marked “Exhibit No. 29” for refer- 
ence and will be found in the appendix on pp. 250, 251.) 

Mr. O’Donnetu. At the time you discussed this with Mr. Duffy 
was it your recollection at that time that you talked to Mr. Hender- 
son on the 10th ? 

Mr. Sawyer. I don’t think Mr. Duffy and I had much discussion 
of that at that time, although I am not certain because Mr. Duffy was 
asking me about other questions, about other things that day. 

Mr. O’Donneti. Do you recall whether in fact you told Mr. Duffy 
that you called Henderson on the 10th ? 

Mr. Sawyer. Oh, I probably did, because, certainly at some time, 
or rather because that memorandum is dated the 10th. 

Mr. O'Donnsers.. So now we are back in your testimony which you 
gave on May 2, all the way back to November of last year? 

Mr. Sawyer. November 2, that is right. 

Mr. O’Donneti. Do you think your memorandum on November 2 
was any better than it was May 2 of this year ? 

Mr. Sawyer. Well, that was my best recollection at the time that I 
associated this memorandum that has Henderson’s name in it with the 
date of the memorandum. 

Senator Jackson. What has caused you to change your testimony ? 

Mr. Sawyer. My best recollection still is that August 10 is the 
date. If you have proof that he wasn’t here that day, why that 
would be enough to cause anybody to question his own recollection. 

Senator Jackson. You were positive e about, were you not ? 

Mr. Sawyer. Yes, I was very positive. 

Senator Jackson. And. you associated. it with this conversation of 
Wayne Parrish of the Aviation Daily ? 
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Mr. Sawyer. That is right. And may I say in connection with the 
visit of Mr. Duffy, and I realize this has a be se on my credibility, 
but this memorandum was dated the 10th and as far as I know you 
have had no occasion to change the date of the phone call from Mr. 
Parrish, I assume that that date of the 10th stands up. 

But I would like to say that this memorandum was not—and this 
memorandum has Henderson’s name in it—it was not discovered by 
Mr. Duffy. It was not given to him by a member of the Board or of 
the staff and I couldn’t even find it and as far as I know it may not 
even be in existence because 1 don’t think Mr. Durfee can find it. 

So I re-created this memorandum. I went out of my way to re- 
create this memorandum and had it typed up from old notes. And it 
had Henderson’s name in it. 

Now I ask you if I had any guilty conscience with regard to Mr. 
Henderson in the first place, would Ihave given Mr. Durfee a memo- 

randum on Friday the 10th with Henderson’s name in it 2 days after 
I personally was present when Mr. Durfee called the SEC and asked 
them to find out who bought the stock that day ? 

Mr. O’Donnett. Are you saying now that your memorandum and 
your recollection and your testimony of May 2 is still the testimony 
that you want to give? 

Mr. Sawyer. Well, it is my best recollection, yes. It is my best 
recollection. I can’t butt my head against the brick wall or some 
other facts which you may have. If you could prove that Wayne Par- 
rish was out of town that day, was in Europe someplace, I would 
have to look at my notes and say, well, I must have written down the 
wrong date on it. 

Mr. O’Donnete. Incident: ally you have been stating quite a bit now 
that we have generally advised you and your lawyer that we have 
certain evidence before this committee. Don’t you think that is being 
pretty fair in the treatment of you in this matter? Are we trying to 
trap you in any way ? 

Mr. Sawyer. Not in connection with this; no, sir. 

Mr. O’Donneti. Thank you very much. 

Mr. Sawyer. If I had had the advice of counsel, I would not have 
been so positive about a date that is as stale as this one was. 

Mr. O’DonnELL. Were you not told that you had right to counsel 
at the time you appeared here? 

Mr. Sawyer. Yes; but in the hall I discovered there was evidence 
against me. 

Mr. O’DonneELL. Would there have been any difference in your 
testimony ? 

Mr. Sawyer. I would not have been so positive about stale dates. 

Mr. O’DonneE.LL. But you were positive ? 

Mr. Sawyer. I admit I was positive. I made a mistake in being so 
positive. The same as you would make a mistake, or I would if I told 
you who I had lunch with 3 weeks ago last Tuesday. 

Mr. O’DonneELL. Do you realize your testimony if it is allowed to 
stand would be very important because it all centers on the 10th? 

Mr. Sawyer. I realize the testimony is es ves, indeed. 

Senator Jackson. I just want to say, Mr. Sawyer, that I have 
served on a lot of investigating committees and on this investigating 
committee for quite a while, and we try to be fair about it. But for 
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you to say that you were, as you indicated earlier, trapped because 
maybe you did not have a law yer, I will let the record speak for itself. 

You are a lawyer yourself, practic ed 2 years—I only practiced 5 
myself. I think I remember a little bit of the law, but I don’t think I 
‘an see how you can say you have been trapped here. Iamsure I asked 
you more than once about counsel. I knew you were getting into 
difficulty, and I just wanted to be sure. So I think it is a little bit un- 
fair, but the record will en for itself. 

Mr. O’Donnewt. Mr. S sawyer, is it true, you were very much inter- 
ested, I don’t know to what extent actively, i in getting the job of gen- 
eral counsel over to CAB at one time? 

Mr. Sawyer. Let me put it this way 

Mr. O’Donnett. Task you a question. I want the answer yes or no. 

Mr. Sawyer. Some questions can’t have an absolute yes or no 
answer. 

Mr. O’DonNELL. Give an answer yes or no and then qualify it. 

Mr. Roserrs. Very much interested in getting a job? 

Mr. O’Donnewu. As general counsel. 

Mr. Roserrs. That is not suse eptible in getting an answer yes or no. 

Mr. Sawyer. I will tell you what I was interested in 

Mr. O’Donne -. I asked you a question. 

Senator Jackson. Were you interested in the General Counsel’s job ? 

Mr. Sawyer. What year? 

Senator Jackson. Any time. 

Mr. Sawyer. Can’t I answer it in my own way ? 

Senator Jackson. All right. That question is susceptible of an 
answer yes or no, I would think, Mr. Sawyer. 

Mr. Sawyer. My primary desire was not to be General Counsel of 
the CAB. My primary desire was to get out of the job as Executive 
Director and I asked Chairman Risley when he came in if I could 
transfer out of that job to the only vacancy which was then, which 
then existed after Mr. Risley had been a month or two. 

Senator Jackson. What vacancy was that ? 

Mr. Sawyer. That vacancy was the General Counsel’s job. 

Senator Jackson. You feel you were doing the right thing, you 
were qualified to be General Counsel ? 

Mr. Sawyer. I was more qualified than I am now. 

Senator Jackson. How long ago was that ? 

Mr. Sawyer. That was over 2 years ago. 

Senator Jackson. I only ask the question because you have pleaded 
vour lack of legal] ability. 

Mr. Sawyer. That isright. I have never handled this kind of case. 

Senator Jackson. Did you lose most of your legal ability in the last 
2 years? 

‘Mr. Sawyer. This kind of practice you don’t learn in law books, 
Mr. Chairman. 

Senator Jackson. What kind of lawyer do they hire over in the 
General Counsel’s office, CAB? I would not raise this question but 
you plead the ignorance of the law, that you only had 2 years practice 
but apparently you wanted to be General Counsel. 

Mr. Sawyer. Let me add to that statement when a later vacancy 
‘ame along I applied for that one and it was in the legal job. 

Senator Jackson. What has happened in the last 2 years to your 
legal ability ? 
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Mr. Sawyer. I was very anxious to get away from the job I had 
which was entirely administrative. 

Senator Jackson. What has happened to your legal ability in the 
last 2 years ¢ 

Mr. Sawyer. Well, I will have to let the record speak for itself. I 
don’t know whether I have done a good job here or not. 

Senator Jackson. You don’t have to be a lawyer to tell the truth. 

Mr. Sawyer. That is right. 

Mr. O’Donneti. Mr. Sawyer, when you talked to me about 2 or 3 
weeks ago you related an incident that we would like to go into, namely 
that there was a memorandum in the office of Mr. Durfee who is Chair- 
man of the CAB, which revealed that on August 3, Chet Wiggin of 
Concord, N. H., who works for Senator Styles Bridges, called Ed 
King, who in turn called you, for confirmation that the award had 
been given to Northeast and the initials on this memorandum in Mr. 
Durfee’s office were “F. 5S.” Have I correctly stated the facts as you 
presented them to me? 

Mr. Sawyer. Yes, it was a memorandum in Mr. Durfee’s longhand 
which indicated that he received the information from Mr. Stone, 
that Mr. Stone had, I think it said, an inside tip from the McClellan 
committee that such information existed, and I asked him about that. 

Mr. O’Donne.u. Can you tell me how you came in possession of this 
information ? 

Mr. Sawyer. Yes. I found it when I was looking for the memoran- 
dum. 

Mr. O’DonneELL. Which memorandum ? 

Mr. Sawyer. Of August 10 to the Chairman. 

Mr. O’DonneE tu. The one that has just been introduced as an ex- 
hibit ? 

Mr. Sawyer. Yes. 

Mr. O’Donnetit. Who were you with when you went through the 
material in Mr. Durfee’s office ? 

Mr. Sawyer. I was in Mr. Durfee’s outer office in the presence of 
his secretary. 

Mr. O’DonneLu. What did you go through in his office? What ma- 
terial did you review? In looking for this memorandum ? 

Mr. Sawyer. I can’t say what else was in that file because I was only 
looking for this one memorandum. I was looking for a memorandum 
which I, myself, had written and which I could easily identify if I 
found it. 

Mr. O’Donnetu. Had you first obtained permission from Mr. Durfee 
to look through this file? That is what it amounted to, was it not? 

Mr. Sawyer. The secretary gave me the file. I don’t know that I 
asked Mr. Durfee personally if I could look at it. 

Mr. O’Donnewt. The secretary gave you the file ? 

Mr. Sawyer. Yes. 

Mr. O’DonneEtu. Did she bring it out to your desk ? 

Mr. Sawyer. No, I looked at it in her room, in her office. 

Mr. O’DonneE tL. She presented it to you ? 

Mr. Sawyer. Yes. 

Mr. O’Donnett. Did you ever go into Mr. Durfee’s office with 
regard to that file? 

Mr. Sawyer. I don’t recall ever having done so. 

Mr. O’Donne tt. Did you go through Mr. Durfee’s files other than 
this one time ? 
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Mr. Sawyer. Oh Lord. We were always looking for papers in Mr. 
Durfee’s office, yes, many times. 

Mr. O’Donnett. What is the answer to the question ¢ 

Mr. Sawyer. We frequently looked through Mr. Durfee’s papers, 
yes. 

Mr. O’Donnett. With or without his permission ? 

Mr. Sawyer. Well, the relationship was of the nature, of my job 
was such that I was alw ays getting papers, frequently getting papers 
for him, particularly when his assistant was aw ay. And I think prob- 
ably at this time his assistant was away. I think his assistant was gone 
and I was acting as his assistant for a period of several months during, 
oh, I don’t know, September, October, November, roughly. 

Mr. O’Donnetu. Did you have permission from Mr. Durfee to look 
through this file and other material which you looked at? 

Mr. Sawyer. I didn’t ask him specifically if I could look at this file 
but I did get the file from his secretary. 

Mr. O’Donnetut. On any other occasion have you ever asked his 
secretary for any particular file or any other item in Mr. Durfee’s 
office ? 

Mr. Sawyer. I think we must have asked him for things a lot of 
times. I don’t recall the instances. I would think so. I was acting as 
the chairman’s assistant and I think during this period I must have 
asked for papers many times. 

Mr. O’Donnett. What did you specifically say to this girl, the 
secretary of Mr. Durfee? 

Mr. Sawyer. I think that I had asked her to help to find it. I think 
I did. As a matter of fact, I think everybody in the office looked 
for it. I think it wasn’t until they looked for it that I looked for it. 

Mr. O’DonneEtt. How many people were in the office ? 

Mr. Sawyer. At that time he had a secretary, a file clerk, and the 
position of secretary to the assistant was filled, that would be three 
girls in the office at that time. 

Mr. O’Donnett. Did you tell them specifically what you were 
looking for? 

Mr. Sawyer. Yes, I think I asked them to look for it and I think 
all of them did look for it at the time. 

Mr. O’Donnett. But this one particular secretary turned over this 
material for you to review ? 

Mr. Sawyer. I think the girl in charge of the files made quite an 
intensive search to try to find the memorandum. 

Mr. O’Donnewtt. That is not my question. Did this particular girl 
turn over this particular file, this information over to you for review ? 

Mr. Sawyer. Yes, and my recollection is that on two different oc- 
casions she did. 

Mr. O’Donnetx. Now will you please recap for us what this memo- 
randum actually said that you saw, which was the memorandum of 
Mr. Durfee’s with “F. S.” on it? 

Mr. Sawyer. You stated it correctly. 

Mr. O’Donnetx. Will you please recap it for me? 

(At this point Senator Symington entered the hearing room.) 

Mr. Sawyer. I have a note here someplace which I showed you in 
your office one day when I was being interviewed, 
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Senator Revercoms. Does the witness want some memorandum be- 
fore him to make answer to that? If he does, Mr. Chairman, he should 
have it. 

Mr. Roserts. The memorandum, of course, would be the best evi- 
dence. 

Senator Jackson. The Chair would merely like to say in response 
to the Senator that w e have never seen the memorandum, This is 
information that Mr. Sawyer related to the staff. Am I correct? 

Mr, O’DonneELL. Yes. 

Senator Jackson. This is information which Mr. Sawyer related 
to the staff, so Mr. Sawyer would be the best and only source of that 
information. 

Senator Revercoms. Does Mr. Sawyer have that memorandum in 
his pommencce' a 

Mr. Sawyer. The memorandum which I was looking for was just 
put in evidence here a few minutes ago. 

Senator Jackson. The memorandum that you said was just put 
in evidence is not the subject matter that counsel is interrogating you 
about. 

Mr. Sawyer. That is what I was looking for, is that memorandum, 
a copy of which you have in the file. 

Senator Jackson. That is not the subject matter of the interro- 
gation. 

Mr. O’Donne.t. The interrogation is what was the memorandum 
you saw in Mr. Durfee’s office which was signed “F. S.” and which 
we don’t have. 

Mr. Sawyer. It was in Mr. Durfee’s handwriting and it had the 
initials of “F. S.” on it. 

Mr. O’Donnett. What did it say ? 

Mr. Sawyer. It said, to the best of my recollection—this has been 
a long time ago since I s: and the opening line, I had a note which 
I showed to you at the time I asked you about it, I think it referred to 
it as a tip from inside the McClellan committee and it said that Mr. 
Wiggin phoned Mr. King that morning and asked Mr. King—these are 
both employees of Senator Bridges’ office—and asked Mr, King to 
phone me to confirm the rumor they had in New Hampshire, which 
was apparently where Mr. Wiggin was, that this award had been made 
to Northeast Airlines. 

When I came down and asked you about it I said that I was distressed 
at that because King had never called me and asked me any such 
question, and I felt that I was being harmed if such a rumor was 
current. I asked you if you had any such indication in your file that 
such a thing occurred. 

Mr. O’DonneELL. Just a minute. How was that memorandum 
signed ? 

Mr. Sawyer. It wasn’t signed. This was a longhand note that the 
chairman would have taken of a conversation with another person. 

Mr. O’Donnett. Where did the initials “F. S.” come into the 
picture ? 

Mr. Sawyer. That was the person from whom the Chair got the 
information. 

Mr. O’Donnetu. The day you talked to me you did not show that 
to me. 
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Mr. Sawyer. Yes, I had a piece of paper of my own that had in my 
longhand, “tip from inside the McClellan committee.” That was 
the day you read all my notes. 

Mr. O’Donne tt. I don’t recall that. Did you advise Mr. Durfee 
that you had been through this material and had found this 
memorandum ? 

Mr. Sawyer. Yes, sir. 

Mr. O’Donneti. When ? 

Mr. Sawyer. Shortly thereafter. 

Mr. O’Donnetu. A matter of days? 

Mr. Sawyer. I would say in a day or two. 

Mr. Rozerts. I believe that answer wasn’t finished. 

Mr. O’DonneEtL. Excuse me, go ahead. 

Mr. Sawyer. I said I think it was in a day or two. 

Mr. O’Donnetu. What was the essence of your conversation with 
Mr. Durfee ? 

Mr. Sawyer. I told him I had seen the memorandum and | would 
like to know where Stone ever got that information. 

Mr. O’Donnetu. How did you arrive at the premise that it was Mr. 
Stone ? 

Mr. Sawyer. I asked Mr. Durfee if it was Mr. Stone. I said it had 
“F.S.” on it. 

Mr. O’Donnett. Did Mr. Durfee advise you that it was Mr. Stone? 

Mr. Sawyer. Well, again, I don’t like to say who said what here 
9 months later, in one of many conversations, but it was my recollec- 
tion that Mr. Durfee said to me, “Did it have ‘F. S.’ on it?” 

I said, “Yes.” 

He said, “I guess it was Stone” or “It must have been Stone.” 

It was something he didn’t want to discuss and I was not sure at the 
time whether I had done the right thing in mentioning it to him. 

Mr. O’DonneEtt. You subsequently, the Sunday before you came in 
for your interview with me, talked to Mr. Durfee about this particular 
memorandum ¢ 

Mr. Sawyer. I think that is the day. I talked to Mr. Durfee out at 
his home on a Sunday. 

Mr. O’Donnetu. Were you out there specificially on this memoran- 
dum or something else ? 

Mr. Sawyer. I went out on something else. 

Mr. O’DonneELL. What did you say to Mr. Durfee this time? 

Mr. Sawyer. I think that I asked Mr. Durfee if he would have any 
objection if I requested that the matter be brought out or that Mr. 
Stone be questioned about it. 

Mr. O’Donnett. What was his answer ? 

Mr. Sawyer. I think he told me to give him a memorandum on it or 
to give him a reminder on it. 

Mr. O’Donnett. Did you give him a reminder on it ? 

Mr. Sawyer. Well, I did from your office on the telephone. I never 
gave him a written memorandum on it. 

Mr. O’DonneEtt. This suggestion to you was that he wanted a written 
memorandum. 

Mr. Sawyer. I think he said a memo, or to remind him about it. 

Senator Jackson. That will be all for right now, Mr. Sawyer, if 
you will stand aside. 
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Mr. Durfee and Mr. Stone, both of you, please come forward. 

Will both of you stand and be sworn, please ? 

Raise your right hand. Do you and each of you solemnly swear that 
the testimony you are about to give before this subcommittee shall be 
the truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Durer. I do. 

Mr. Srone. I do. 


TESTIMONY OF JAMES R. DURFEE AND FRANKLIN M. STONE 


Senator Jackson. Mr. Durfee and Mr. Stone, we just have a few 
questions on a couple of points we would like to ask of you now, and 
then we will recall you in connection with some general questions. 

Mr. Stone, will you give your full name 4 

Mr. Stone. Franklin M. Stone. 

Senator Jackson. You are the General Counsel of the Civil Aero- 
nautics Board 4 

Mr. Stone. Yes, sir. 

Senator Jackson. Residence ¢ 

Mr. Strong. 4801 Connecticut Avenue, NW. 

Senator Jackson. You do not desire counsel ? 

Mr. Srone. | feel qualified myself, Senator. 

Senator Jackson. Mr. Durfee, you are the Chairman of the Civil 
Aeronautics Board ¢ 

Mr. Durrer. Yes, sir. 

Senator Jackson. And have been such since—— 

Mr. Srone. Since April 13, 1956. 

Senator Jackson. You reside where ? 

Mr. Durrer. I reside at No. 4 Carvell Circle in Westmoreland Hills 
in the State of Maryland. 

Mr. O’Donneti. Mr. Durfee, we have just heard testimony from 
Mr. Sawyer relating to the eae that he found in your office 
in your handwriting, signed “F. 8.” which indicated that there was 2 
leak of information from this wali ommittee and which indicated that 
Chet Wiggin of Concord, N. H., called Ed King, Washington, D. C., 
on August 3, who in turn called Sawyer to ask for confirmation that 
Northeast had received the award. I believe I have properly recapped 
the information. 

In any event you have been here, I think you have heard the testi- 
mony. Did you ever see such a memorandum or do you know of such 
a memorandum ? 

Mr. Durrer. Mr. O’Donnell, I cannot testify from my own recollec- 
tion anything concerning this memorandum except as Mr. Sawyer 
later called it to my attention. 

Mr. O’Donnett. Which would be on the Sunday he was out there? 

Mr. Durrer. I believe he spoke to me once before about it. The 
Sunday that he discussed the matter with me was just 3 or 4 weeks ago, 
I believe. 

Mr. O’Donne.it. Do — have any recollection that Mr. Sawyer 
contacted you sometime last fall and referred to this memorandum ? 

Mr. Durrer. I believe that he did talk to me about this specific mem- 
orandum last fall and I believe that I told him at that time that the 
memorandum was not, he told me that we was unable—he spoke to me 
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about it—I had a search made of the file. I told him that I had no 
such memorandum in the file and that I had no recollection. 

Mr. O’Donnetu. Did he specifically ask you whether “F. S.” re- 
ferred to Frank Stone ? 

Mr. Durree. I don’t recall. 

Mr. O’Donnett. Did he have any right to go through this particu- 
lar file which was in your office? 

Mr. Durrer. Not this particular file; no, sir. 

Mr. O’Donnett. Had you issued any instructions with regard to 
this particular file to your staff ? 

Mr. Durree. At this time during the month of August we had re- 
quested the Securities and Exchange Commission to institute an 
investigation of this leak as to whether there was any manipulation 
of the stock market resulting from information divulged by any mem- 
ber of our Board or any member of our staff. We had 2 or 3 confer- 
ences with the Securities and Exchange Commission. Mr. Armstrong, 
the Chairman, and his assistants agreed to furnish us with a complete 
report, a list of the purchasers of the stock who had purchased stock 
on the morning, I believe, of August 3, and I believe for 3 or 4 days 
thereafter, who they bought the stock from, and I believed they at- 
tempted to find out why the people had bought this stock, on the basis 
of what information. 

I was leaving for Madison, Wis., to get my family—I had moved 
here, myself, about the 1st of May and left my family back in Madison. 

Sometime in the latter part of August I left Washington to go back 
to Madison on business and to bring my family back. While I was 
aa I left instructions that my assistant at that time, Mr. Hyde—I 

Mr. Sawyer was not my assistant ; Mr. Hyde was my assistant. He 
toeke the place of Mr. Kunzig when he was gone—I left instructions 
with Mr. Hyde and my secretary, Mrs. Bratlie, and I believe I in- 
formed Mr. Sawyer and the members of the Board in a Board session 
that if this report from the Securities and Exchange Commission 
came in my absence that the members of the Board, Mr. Hyde, and 
Mr. Sawyer, who was then Executive Director, would have access to 
my file for the purpose of obtaining that report. That is the only 
authority I ever gave because I will say that this file was the file in 
which I, myself, had assorted or collected a wide assortment of notes 
of a very wide variety and those were my own confidential property. 
I considered them as such. 

Senator Jackson. Mr. Durfee, I assume, like most people, you like 
to have a file where you keep your own personal memorandums, that 
you like to refer to from time to time, that may include a lot of things. 
Ts that right ? 

Mr. Durrer. That is right; yes, sir. 

Senator Jackson. This was not a regular CAB file in the sense where 
people come and go and pull it out of the file from time to time ? 

Mr. Durrer. No, sir. 

Senator Jackson. This was a file that you had for your own per- 
sonal reference ? 

Mr. Durree. Yes, sir. 

Mr. O’Donnetu. At the time he was out at your house on Sunday, 
which would be roughly 3 weeks ago, do you recall exactly what he 

said about this particular memorandum ? 
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Mr. Durrer, I recall that he referred to this—I don’t think that 
was the specific purpose of his coming out there—but I recall that he 
made reference to this memorandum and I recall that I told him to send 
me a memorandum on the subject. I wasin my home. I must say that 
over the history of this matter it has been a little bit hard for me to 
keep track of all the items that are reported to me and I preferred to 


have it submitted to me by written memorandum. I requested that 
he give me a memo, 


Mr, O’Donnetu. Mr. Durfee, did you have any basis for any such 
memorandum as has been discussed ? 

Mr. Durrer, No, sir; not that I know of. I can say that I checked 
further when, I believe, Mr. Sawyer told me the initials “F. S.” were 
on there. The only “F.S.” that I could identify in this connection was 
Mr. Frank Stone, who is sitting beside me. I checked with Mr. Stone 
and he had no recollection of any such memorandum. 

Senator Jackson. Mr. Durfee, I would like to read the questions and 
the answers that I asked of Mr. Sawyer on pages 307 and 308 of public 
hearings of May 2. 


Senator JAcKson. Mr. Sawyer, maybe you misunderstand me. I think what you 
are talking about is corrective procedure. I am asking you once again to indicate 
to the committee what you did to run down the source of this leak, as Executive 
Director. I think you may have have misunderstood me. 

Mr. SAwyYer. Oh, yes. No; but I thought of something else. I did recommend 
to Chairman Durfee that he contact the Securities and Exchange Commission 
and I think Mr. Durfee will bear me out on that. As far as I know I was the 
first person who made the recommendation to him. 

Senator Jackson. You recommended to Mr. Durfee, the Chairman, that he con- 
tact the Securities and Exchange Commission. When was that? What date did 
you recommend that? 

Mr. Sawyer. That would be the folowing week. It would be later—you see, 
this stock market activity was on Friday, so that would have been the following 
week. 

Senator Jackson. Let me ask you this: Are you sure that maybe Mr. Durfee 
didn’t ask you what agency should look into this matter? 

Mr. Sawyer. Well, I remember that we had a discussion of the SEC and the 
FBI in connection with this. 

I might say in that background that Chairman Rizley of the year before had 
suggested calling the FBI. 

Senator JAcKSON. What I am trying to get at is, isn’t it a fact that Mr. Durfee 
asked you what agency should look into this, or is it that you suggested to Mr. 
Durfee what agency? Can you tell us? 

Mr. Sawyer. I obviously don’t want to be in conflict with any testimony you 
may have from the Chairman of my Board, but to the best of my recollection I 
suggested to him 

Senator JAcKSON. Just a minute now. All we want is you to tell us very truth- 
fully what happened. You would certainly know. This was a big event around 
town and you were concerned about it. 

Mr. Sawyer. To the best of my recollection I made the suggestion to him. 

Senator Jackson. You made the suggestion to Mr. Durfee? 

Mr. Sawyer. That is to the best of my recollection. 

Senator JAcKson. What suggestion did you make? 

Mr. Sawyer. To call the SEC to find out who bought this stock, as a means 
of investigating it from there. 


What is your comment on that testimony? Did Mr. Sawyer initi- 
ate this action ? 

Mr. Durrer. Mr. Chairman, I believe I could say officially I, as 
Chairman of the Board, initiated the action in referring this matter 
to the Securities and Exchange Commission. I called Chairman Arm- 
strong to determine whether the Securities and Exchange Commission 
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would consider such a proceeding. Prior to that time, according to my 
notes—this was on Tuesday, August 7, I had heard some rumors about 
stock market activity. 

I might say I was not following the stock market very closely. One 
reason, we were having hearings on the Grand Canyon accident during 
the — and Board meetings at night trying to catch up with our 
work. 

I did hear rumors about this but on Tuesday, the 7th of August— 
no, on Wednesday, the 8th of August, the Aviation Daily published 
the fact that there had been considerable stock market activity follow- 
ing the vote of the Board on Thursday, August 2, and with that more 
or less confirmation that there was a leak I was then convinced that 
there had been a leak, I called in Mr. Sawyer, the Executive Director 
of the Board and Mr. Kunzig, my administrative assistant, and we 
discussed this matter. We discussed the most appropriate agency 
to — this matter to in order to have the matter properly investi- 
gated. 

It is, I believe, the suggestion of the Securities and Exchange Com- 
mission was made by either Mr. Sawyer or Mr. Kunzig. I don’t know. 
But after discussing the matter with them I reached the conclusion 
that should be done, and called Mr. Armstrong that afternoon. He 
agreed to look into the matter and that was on Wednesday, August 8. 

On Friday, August 10, I called the matter to the attention of the 
Board, upon receiving a report from Chairman Armstrong, and the 
Board authorized the investigation by unanimous vote. 

Thereafter I went over and had a personal conference with Mr. 
Armstrong. I believe in the first conference Mr. Kunzig was with me. 
I had a later conference with Mr. Armstrong. Mr. Stone was with 
me at that time. 

As a result of that we finally decided to refer the matter to the 
Justice Department or the FBI. 

Senator Jackson. Just to clarify this point here in the record, you 
initiated the action. In that connection you called in either Mr. Kun- 
zig or Mr. Sawyer; is that right? Did Mr. Sawyer come in and ini- 
tiate this action? That is what we are trying to get at. 

Mr. Durrer. Mr. Chairman, I cannot testify here as to whether I 
called Mr. Kunzig and Mr. Sawyer in or whether they came into my 
office. They came into my office, we discussed the matter. I expressed 
the opinion that there should be some investigation and either Mr. 
Sawyer or Mr. Kunzig suggested that the Securities and Exchange 
Commission would be the appropriate agency. It may well have been 
Mr. Sawyer, Mr. Chairman, because I do recall on a later occasion that 
I commented to him that I did think his readiness in recommending 
an investigation of this matter by the Securities and Exchange Com- 
mission would seem to belie any desire on his part to at least cover 
anything up. 

Senator Revercoms. May I ask a question ? 

Senator Jackson. Yes, Senator Revercomb. 

Senator Revercoms. Mr. Durfee, returning to the purported mem- 
orandum on which appeared the initials “F. S.,” I want to ask you if 
you had a conversation with anyone or any communication from any- 
one that would cause you in your handwriting to make such a mem- 
orandum ? 

Mr, Durrer. Not that I recall. 
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Senator Revercoms. I understand that the memorandum was pur- 
ported to be in the handwriting of Mr. Durfee, as testified here. Do 
you recall ever having at any time seen such a memorandum ? 

Mr. Durrer. No, sir. 

Senator Revercoms. You have stated that in a conversation, I be- 
lieve with Mr. Sawyer, that the question of the initials “F, S.” was 
discussed. Is that correct ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. At that time was such a memorandum pre- 
sented to you or shown to you? 

Mr. Durree. Not that I recall; no, sir. 

Senator Revercoms. How did the discussion of the meaning of the 
initials “F. S.” arise? 

Mr. Durrer. Mr. Sawyer called on me and discussed this matter, 
told me that he had seen this memorandum. He said the initials 
“FS.” were on the memorandum. 

Senator Revercoms. Did he tell you where he had seen it ? 

Mr. Durrer. He said it was in my files. 

Senator Revercoms. Was that the occasion on which you said you 
knew of no “F. S.” unless it was Frank Stone, General Counsel ? 

Mr. Durrer. I think that is what I said at that time. 

Senator Revercoms. You have not yourself seen such a mem- 
orandum ? 

Mr. Durrrer. No, sir. I testified, Senator, that I have no recollec- 
tion of the existence of such a memorandum. I searched my file for 
the memorandum but I was unable to find the memorandum and my 
first recollection of the memorandum is when Mr. Sawyer called it to 
my attention. 

Senator Revercoms. When you say he called it to your attention, 
cid you see the memorandum itself ? 

Mr. Durrer. No, sir. 

Mr. O’Donneti. Mr. Stone, did you ever give any such informa- 
tion:as related in this memorandum to Mr. Durfee? 

Mr. Srone. I do not recall giving any such information to Mr. 
Durfee. 

Mr. O’Donnewu. Did you ever have any conversation with Mr. 
Sawyer with regard to this alleged memorandum ? 

Mr. Stone. I did not. 

Mr. O’Donnetu. No further questions. 

Senator Jackson. That will be all for right now. If you will stand 
aside, gentlemen, we will call you back later. 

Senator Revercoms. I have one question, Mr. Stone. Did you ever 
see a memorandum such as that referred to in the handwriting of Mr. 
Durfee containing the initials “F. S.”? 

Mr. Stone. No, sir. 

Senator Revercoms. That is all. 

Senator Jackson. Mr. Henderson. 

(Members present at this point were Senators Jackson, Curtis, and 
Revercomb. ) 

Senator Jackson. Mr. Henderson, you have been previously sworn. 
You understand that your testimony continues to be under oath. 

Mr. Henverson. Yes, sir. 
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Senator Jackson. You understand as previously advised that you 
have the right to counsel ? 

Mr. Henperson. Yes, sir; I do. 

Senator Jackson. Do you desire counsel ? 

Mr. Henperson. No, sir. 


TESTIMONY OF LAURENCE HENDERSON—Resumed 


Mr. O’Donnetu. Mr. Henderson, when you appeared before us on 
May 2 you testified in essence that the only possible source that you 
could have received the information on August 3 relating to the 
award given to Northeast Airlines was from Ray Sawyer. Is that 
correct ? 

Mr. Henperson. Substantially so. My best recollection was that 
there were only two ways I was aware of a decision. The first was by 
the activity of the stock market. The only other possible source I 
would have had would have been Mr. Sawyer. 

Mr. O’Donnetu. If you made this telephone call at 10:06 to Mr. 
Clark, which reflected or which indicated that there was only 400 
shares of stock that was on the ticker tape out of New York at 10: 04, 
do you think you could have acquired the information by stock 
activity ? 

Mr. Henverson. The rise of that first, the price rise in that first 
sale was quite sharp. I think it was the greatest of any time in the 
last few months. However, I did make several calls to the brokerage 
house that day. However, as I stated before, my conclusion was that 
in all probability the only other possible source could have been Mr. 
Sawyer. 

Mr. O’Donnett. Are you saying at the present time you might have 
received your information from calling Merrill Ly nch ? 

Mr. Henperson. As I recall, the first time—I don’t recall the 
specific price except I remember it was a very substantial jump the 
first time I talked to them. 

Mr. O’Donnett. When you say substantial jump, it was what? 

Mr. Henverson. I think it was in the neighborhood of a point and 
a half, something like that, which is about a million dollars. 

Mr. O’Donnett. A point and a half would be in the area of around 
11: 30 in the morning, would it not 

Mr. Henperson. About 11 o’clock I believe, from the previous day’s 
close, yes, sir. 

Mr. O’Donnetx. T hat would support your position that you may 
have called them sometime during the mor ning? 

Mr. Henpverson. Yes, sir. 

Mr. O’Donnett. But not support your position that you called 
them prior to 10: 06. 

Senator Jackson. Prior to your call to Mr. Clark ? 

Mr. Henperson. That is right. That is how I testified; yes, sir. 

Mr. O’Donnext. If the ticker tape out of New York carried the first 
sale of stock at 10:04, you made the call at 10: 06, would it have been 
practically impossible to get that information from Merrill Lynch 
in 2 minutes ? 

Mr. Henperson. It would be unlikely, sir. 

Senator Jackson. Now you testified earlier in a previous session 
that you had talked with Mr.S awyer on the 10th of August. 

Mr. Henperson. No, sir, I don’t believe I did. 
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Senator Jackson. I beg your pardon. Counsel and the staff have 
refreshed my recollection. It was between the 9th and the 13th. 

Mr. Henperson. I believe it was sometime subsequent to the 3d. 
However, the time I fix the date back in November I was trying to 
reconstruct that from where I had been at the time. 

Senator Jackson. Now I presume in the light of the information 
that has been called to your attention 

Mr. Henperson. I believe I furnished it to the committee. 

Senator Jackson. Yes, you furnished that. There may be a revision 
in your previous estimate as to when you talked to them. 

Mr. Henperson. I think I told the committee in executive session 
that I left for Chicago on Monday the 6th or Tuesday the 7th. 

Senator Jackson. And you left on the 6th or 7th—we will put all 
the documentary evidence in the record—the 7th of August, and did 
not return until the 17th. 

Mr. Henperson. I came east to New York on the night of the 13th 
to catch a plane in a test flight from New York to San Diego on the 
14th. Went to San Diego, to San Franesico, back to C hicago. But I 
was out of Chicago during that period. 

Senator Jackson. You were not in the city of Washington on 
August 10, 1956, there is no question about that ? 

Mr. Henperson. No, sir. I believe, as I suggested, my wife was 
coming out for the weekend and I think I called her on that day from 
Chicago. 

Senator Jackson. It is apparent to you, there is not much doubt in 
your mind, that you did not talk to Mr. Sawyer on the 10th? 

Mr. Henperson. That is how I testified; yes, sir. 

Mr. O’Donnett. Mrs. Duckett, will you furnish certain papers to 
Mr. Henderson ? 

Mr. Henderson, the papers that are in front of you are photostats 
on the Conrad Hilton Hotel in Chicago which reveal certain informa- 
tion concerning your staying there. I would like to have you turn to 
page 2, the second one. That is a registration slip for the Conrad 
Hilton Hotel. Will you identify that, please ? 

Mr. Henperson. Yes, sir. It isin my name, dated the 7th of August. 
It was made on the 13th of July. Apparently I checked in the ith of 
August at 1:04 p.m. 

Mr. O’Donne tt. Now will you turn to the next particular folio 
record. It shows a list of various charges to you at the hotel which 
charges indicate various long distance telephone calls. Is that correct ? 

Mr. Henperson. Yes, sir. 

Mr. O’DonneEtt. You have another page which reflects the same 
information going up to August 11? 

Mr. Henperson. Yes, sir. 

Mr. O’ Donne tt. Is that right ? 

Mr. Henperson. I made several calls here on the 10th. 

Mr. O’Donneti. Here is what I am referring to, Mr. Henderson. 
I am referring to these right here. There were four pages, beginning 
with August 7, running through—— 

Mr. Henperson. On the 10th, yes, sir, there is six. 

Mr. O’Donnett. Up through August 17 from August 7, do you 
have that ? 

Mr. Henperson. Yes, sir. 
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Mr. O’Donnett. Now on August the 8th you made a long distance 
telephone call, according to these records, to Mr. Rosenblatt in New 
York. Isthat right ? 

Mr. Henperson. Yes, sir, I assume that is correct. I had regular 
business to call him. 

Mr. O’Donnett. You made a long distance call on August the 8th 
to John E. Barrere, Washington, D. C.; is that correct 

Mr. Henperson. Yes, sir. 

Mr. O’DonneEtu. You made a long distance call on August 8 to your 
home in Virginia; is that correct ¢ 

Mr. Henperson. That is right. 

Mr: O’Donnetxi. You made a long distance call on August 8 to Miss 
Straus in Washington, D. C.; is that correct ? 

Mr. Henverson. Yes, sir. 

Mr. O’DonneELL. You made a long distance phone call on August 
9 to Gillis Long in New York; is that correct ? 

Mr. Henperson. Yes, sir. 

Mr. O’DonneELL. You made a long distance telephone call on August 
9 to Washington, Adams 8-8666; is that right ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donne tt. Is that call listed to Ray Sawyer in any way / 

Mr. Henverson. No, sir, it was not. It was to a person, an employee 
of the Volunteers for Stevenson. 

Mr. O’DonneEtxL. You also made a telephone call on August 9 to 
Washington, Sterling 38-4040; is that right ? 

Mr. Henperson. That was to the office of Hardy McClay, counsel. 

Mr. O’Donnett. You also made a telephone call on August 9 
to Washington, Jackson 5-4091; is that right ? 

Mr. Henperson. Yes. 

Mr. O’Donnetit. Who is that? 

Mr. Henperson. Miss Straus, employed by the House legislative 
counsel, who was coming to Chicago. 

Mr. O’DonneELL. You made a telephone call on August 9 to Wash- 
ington, South 5-5607. 

Mr. Henperson. That is again to my home. 

Mr. O’Donnett. Did you make that call ? 

Mr. Henperson. I assume I did. I don’t know anyone else who is 
calling my house. 

Mr. O’Donnetxt. On August 9 you also made a long distance tele- 
phone call to Washington, Executive 3-0556; is that right! 

Mr. Henperson. Yes, sir, the public relations firm for Trans-Amer- 
ican. 

Mr. O’DonneLL. On August 10 you made a long distance phone call 
to Washington, District 7-1622; is that right? 

Mr. Henperson. That was my office in Washington. 

Mr. O’Donnett. Did you make that call ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnetu. You also made a call on August 10 to New York 
City; is that right? 

Mr. Henperson. I don’t specifically recall that call. Hardy Mce- 
Clay, who shared that room with me at that time until my wife arrived, 
a couple of these might have been made by Mr. McClay. I don’t 
recognize that number. 
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Mr. O’Donnet. On August 10 you made a long distance call to 
Miss Straus? 


Mr. Henperson. Yes, sir. 

Mr. O’Donnetu. On August 10 you made a long distance call to 
South 5-5607; is that right ? 

Mr. Henpverson. Yes, sir. 

Mr. O’Donnetxt. On August 10 you made a long distance telephone 
call to Decatur 2-8944. 

Mr. Henverson. Again I don’t recognize that call right off, but it 
was either made by me or Mr. McClay. The previous one on the day, 
the 10th, was to my home. 

Mr. O’Donnetu. What was that number listed to ? 

Mr. Henperson. Decatur 2% 

Mr. O’Donnetu. Yes. 

Mr. Henperson. I don’t know. I don’t recognize it. 

Mr. O’Donnett. On August 11, you made a long distance phone call 
to Beverly Hills, Calif. ; is that right? 

Mr. Henperson. Yes, sir. 

Mr. O’Donneti. On August 11 you also made a long distance call 
to Los Angeles, Calif. ? 

Mr. Henverson. Yes, sir. 

Mr. O’Donnetit. On August 12 you made a long distance phone 
call to Los Angeles, Calif.; is that right ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnet. On August 12 you called Washington, TE 6-0815; 
is that right? 

Mr. Henperson. Yes, sir. That is the home of Mr. McClay, counsel. 

Mr. O’Donneti. On August 13 you made a long distance phone call 
to Washington, Sterling 3-4040; is that right? 

Mr. Henperson. Mr. McClay’s office. 

Mr. O’Donnetxt. On August 13 you made a long distance telephone 
call to Washington, South 5-4393; is that right ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnett. On August 13 you made a long distance call to New 
York York City; is that right ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnett. On August 16 you made a long distance phone call 
to Washington, South 5—5607; is that right? 

Mr. Henperson. Yes, sir. 

Mr. O’DonnetL. You made a long distance telephone call on August 
16 to Washington, National 8-3120, which is Mrs. Henderson; is that 
right? 

Mr. Henperson. That is right. 

Mr. O’Donne tu. On August 17 you made a long distance phone call 
to Washington, D. C., Sterling 3-4040; is that right ? 

Mr. Henperson. Yes, sir. 

Senator Revercomn. I believe you have just identified the Capitol 
exchange. I want to know—— 

Mr. Henverson. That is my wife, sir. 

Mr. O’Donnetit. No. This is Sterling 3-4040. It is not National. 

Senator Revercomp. Is there a call on the list, National 8-3120? 

Mr. O’Donnett. No. 

Senator Revercoms. I think the record ought to be very clear on 
that. 
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Senator Jackson. Mr. Henderson, there are no calls listed to Na- 
tional 83120? 

Mr. Henperson. I believe there is, sir. 

Senator Curtis. Were Volunteers for Stevenson located in the 
Capitol ? 

Mr. Henverson. No, sir, my wife is employed at the House of Rep- 
resentatives. 

Mr. O’Donneti. Where is that National number located ? 

Mr. Henverson. At the top of the next page. 

Mr. O’Donnetu. That is right. We read that before. That was 
National 8-3120 to Mrs. Henderson; is that right? 

Mr. Henperson. Yes. 

Mr. O’Donnewu. That is your wife? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnetu. The last telephone call on August 17 was made to 
Washington, D. C., Sterling 3-4040; is that right ? 

Mr. Henverson. Yes, sir. 

Mr. O’DoNnNELL. These would reflect that from August 7 through 
August 17 you were in Chicago; is that right? 

Mr. Henperson. That is right. 

Mr. O’Donnett. So that oe this period of time you would have 
been unable to talk to Mr. Sawyer on the basis of the records before 
you ? 

Mr. Henperson. Yes, sir. 

Mr. O’Donnetu. Could I have these marked as exhibit and put in 
the record, Mr. Chairman? They were obtained pursuant to subpena 
by this committee. 

Senator Jackson. They will be marked for identification as “Ex- 
hibit No. 30.” 

(The documents referred to were marked “Exhibit 30” for refer- 
ence and will be found in the appendix on pp. 252-268.) 

Senator Revercoms. May I make an inquiry of counsel at this time. 
Does your record show with respect to the calls made to National 
8-3120 the extension to which the conversation was directed ? 

Mr. O’DonneELL. No, sir: it does not. It mentions the name of Mrs. 
Henderson. 

Senator Revercoms. How many of those calls appear on the list? 

Mr. O’Donneti. That is the only one. 

Mr. Henperson. She had been out on a weekend with me and I be- 
lieve I had called her when she had gotten back home. 

Senator Curtis. Mr. Chairman, may I ask one question ? 

Senator Jackson. Yes, Senator Curtis. 

Senator Curtis. Mr. Henderson, did Mr. Sawyer tell you of the 
decision in this Northeast case and advise you it was a 3 to 2 decision? 

Mr. Henperson. Sir, I don’t believe I did have a conversation with 
him concerning the Northeast matter. I am forced to conclude that 
he must have indicated the decision because that was the only other 
possible source of my information. I never discussed with anyone else 
on the Board—I am quite certain that any conversation we had did 
not indicate any 3 to 2 vote. 

Senator Curtis. I have heard you state 2 or 3 times that was the 
only basis you could get the information. What I want to know is, Did 
you get the information from him ? 
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Mr. Henperson, My best recollection was that I got it from the 
movement of the stock. As you know, sir, I bought no stock myself. 

Senator Curtis. All right, but I am not concerned about that. I 
want to know, did Mr. Sawyer tell you what the decision was and 
that it was a 3 to 2 vote? 

Mr. Henperson. I could not testify affirmatively that he did. I 
could not testify that he did not. 

Senator Revercoms. Do I understand that when you say you are 
forced to conclude that Sawyer gave you information that you really 
don’t know and have no recollection of it, you are trying to rationalize 
with yourself as to where you might have gotten the information 

Mr. Henperson. No, sir. I know I did have a discussion with Mr. 
Sawyer on the general problem of Northeast and my interest in it. 

Senator Revercoms. But you cannot state that he said anything to 
you about. the award being made to Northeast ? 

Mr. Henperson. I can only conclude 

Senator Revercoms. Don’t conclude. You either know or don’t 
know. 

Mr. Henperson. I am not certain in my own mind, Senator. 

Senator Jackson. You know that if the written record here is ac- 
curate, that you could not have obtained that information from the 
stock market. Is that not right? 

Mr. Henperson. That is right, sir. And I think the record indi- 
cates that I left Washington early the following week. 

Senator Jackson. Certainly you did not talk to Mr. § Sawyer as he 


previously testified originally on the 10th of August in the city of 
Washington. 


Mr. Henperson. That is correct. 

Senator Jackson. There is no doubt about this in your mind, is 
there ? 

Mr. Henperson. That is right. 

Senator Jackson. After the introduction of the documents? 

Mr. Henverson. I believe I have indicated that to you. 

Senator Jackson. Yes. 

Mr. O’Donnett. When we were discussing on May 2 your pur- 
ported phone calls to Merrill Lynch, do you ‘know whether we were 
discussing activity or price? 

Mr. HENDERSON. Well, as I recall it, I think I made it clear that I 
never knew much about the volume of it, the transactions of that day. 
The first know ledge I had about the substantial volume was in a story 
that was in the New York Times the followi ing Tuesday on the finan- 
cial page. 

Senator Jackson. You had been following it, though, Mr. Hender- 
son, day after day ? 

Mr. Henprrson. Yes, sir. 

Senator Jackson. Or as I recall your testimony, you recall 

Mr. Henperson. I called several times a week and then I looked in 
the paper at night to see if there were any sales. I think I have a 
fairly good knowledge of how Northeast stock moved from May 
through August. c 

Mr. O’Donneti. Do you disagree with Mr. Sawyer’s statement ? 

Mr. Henperson. I don’t believe I was here w he n he read that state- 
ment. I was handed a copy when I came in. I saw it only hurriedly 
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but substantially he said—I would rather have you state it for me, 
if you would. 

r. O’Donnetu. He stated that your interest was as to the price 
and not the activity of stock, as I recall. Your deduction was based 
on the price you received from the stockbroker. 

Mr. Henperson. That is right, but of course price and volume go 
very close together. If you don’t have any volume you don’t have 
much increase in price. 

Mr. O’Donnett. In your previous testimony you thought the stock 
was roughly up 114 points. That would mean a million dollars if 
the purchase price was accurate as far as you are concerned right now. 

r. Henperson. That was my best recollection, sir, when I testified. 

Mr. O’DonneExt. You are not going to change any testimony on that 
point ? 

Mr. Henverson. Well, I know we checked on the stock price 3 or 4 
or 5 times that day. As I recall, right off hand I could not tell you 
what it opened at, but it was an impressive jump from the previous day. 
By the end of the day it had jumped almost 50 percent, 45 percent, 
something like that, which for a stock in that price is a very impressive 
gain. 

Mr. O’Donne tt. No further questions. 

Senator Revercoms. This time that you observed the stock moving 
upward was August 3, 1956 ? 

Mr. Henperson. Was what, sir? 

Senator Revercoms. August 3. 

Mr. Henverson. From the time the initial examiner’s decision was 
handed down in early April until the very rapid rise in August. You 
see during that period we were interested in attempting to purchase 
control of it and so we always had a very great interest in what the 
stock activity was because this would of course depend on the price 
we had to pay for the Odlum block of stock. 

Senator Revercoms. The day that you referred to as gaining your 
knowledge about this was August 3, 1956 ? 

Mr. Henperson. Yes, sir. 

Senator Revercoms. And you prior to that time had been watching 
the stock board ? 

Mr. Henperson. Yes, sir. 

Senator Revercoms. Daylight saving time was in force at that time ’ 

Mr. Henperson. Yes, sir. 

Senator Revercoms. When did the time change that year ? 

Mr. Henperson. I was in Europe, sir, from about the 15th of April 
I think until about the 4th of May. That year I believe, I don’t know, 
I don’t remember from the stock market, certainly. 

Senator Revercoms. You wouldn’t remember, but I am asking the 
question, you have been shown records here of the brokerage house 
where you went to observe the trend of the market on August 3, 1956. 
At that time, daylight saving was in force ¢ 

Mr. Henverson. That is right. 

Senator Revercoms. Do you know or recall when the change had 
been made back that year, 1956, back to standard time? I ask you 
the question for this reason: Because you first testified in this hearing 
that you must have gotten your information from seeing the rise of 
the stock and then it is shown that from your telephone call to find 
out about the rise of the stock that it was so close to the opening hour 
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of the stock market that you could not have gotten any trend at that 
time. 

Now I am asking you was the change from daylight saving time to 
standard hour time near August 3 ? 

Mr. Henverson. No, sir, I don’t believe so. I think it was the end 
of October when daylight time changed back. 

Senator Revercoms. That is all. 

Mr. Henperson. Mr. Chairman, could I make one statement? 

Senator Jackson. Certainly. 

Mr. Henperson. I think there has been a little confusion in the 
press. I know one of the stories today said I had bought large blocks 
of stocks, I would like to clarify for the record at no time did I buy 
any stock in Northeast and in no way did I make any money on any 
of these transactions. 

Senator Jackson. The Chair recalls that you so testified that you 
did not buy any stock in Northeast Airlines. Did you not so testify 
previously ¢ 

Mr. Henverson. That is right. I think the record supports that. 

Senator Jackson. You did not buy any stock directly or indirectly 
in connection with this decision ; is that correct ? 

Mr. Henperson. That is right. 

Senator Jackson. Do you have any other statement you wish to 
make ? 

Mr. Henperson. No, sir. 

Senator Revercoms. I have one more question. 

Were you buying other stocks at this time? 

Mr, Henperson. No, sir, I just don’t buy stock. 

Senator Revercoms. I was going to ask you the question, when you 
saw this rise why you didn’t buy some Northeast. 

Mr. Henperson. Well, that isa pretty good question. 

Senator Jackson. He was interested in taking over 55 percent of 
the stock in Northeast as I recall through acquisition of such stock 
from the Atlas Corp. 

Mr. Henverson. That is right. 

Senator Revercoms. Why did you not advise the Atlas Corp. to buy 
some ¢ 

Mr. Henperson. They already owned a controlling interest in it, 
sir. We wanted to buy their stock so I wouldn’t have wanted them to 
buy any more. We could have bought stock all day in the open market 
but with the 55 percent block held by one group there was no purpose 
in us buying stock in the open market and attempting to gain control. 
That would be possible where a control is held by people who held 
only 20 or 25 percent, but when they have over majority the only way 
you can purchase control is through direct negotiation with the 
owners. 

Senator Revercome. Why were you watching this trend of North- 
east so carefully if you did not intend to buy the stock ¢ 

Mr. Henperson. Because the price we were going to have to pay 
Odlum was going to depend on the current market price plus a premi- 
um he was going to set. 

Senator Rrvercoms. Your group was going to buy some Northeast 
stock ¢ 
Mr. Henverson. Only the Odlum stock 
Senator Jackson. Not on the open market ? 
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i Mr. Henperson. Not on the open market. Only by direct negotia- 
ion. 

Senator Jackson. Mr. Henderson, the Chair understands that in 
connection with your business you desire to leave the city. As a mat- 
ter of fact, you missed the 3 :30 plane. 

Mr. Henperson. Yes, sir. 

Senator Jackson. You may be excused. I do not contemplate 
requiring you to be recalled further. However, it may occur, but you 
are excused to get away on your business. 

Mr. Henverson. Thank you, sir. 

(Witness excused. ) 

Senator Revercoms. I would like to recall Mr. Durfee for a 
question. 


TESTIMONY OF JAMES R. DURFEE—Resumed 


Senator Revercoms. You have referred to a conversation between 
yourself and Mr. Sawyer in which the purported memorandum was 
mentioned that contained the initials “F. 8.” When did this con- 
versation between you and Mr. Sawyer take place? 

Mr. Durrer. The first conversation occurred as I recall, Senator, 
last fall. 

Senator Revercoms. Beg pardon? 

Mr. Durrer. Last fall. 

Senator Revercoms. Can you fix it more definitely than that? 

Mr. Durrer. No, sir. 

Senator Revercoms. In that conversation the memorandum was 
referred to containing the initials ”F. 8.” ? 

Mr. Durrre. Yes, sir. 

Senator Revercoms. Now did you have another conversation later 
in which there was reference in the conversation between you and 
Mr. Sawyer to this memorandum with the initials “F. S.”? 

Mr. Durrer. Yes, sir. I believe within the last 3 or 4 weeks at my 
home on a Sunday evening, Sunday afternoon. 

Senator Rrevercoms. Are those the 2 conversations and the only 2 
conversations you remember with Mr. Sawyer in which this memoran- 
dum containing the initials “F. S.” was brought up? 

Mr. Durrer. They are the only two that I specifically remember. 
There may have been others, Senator. 

Senator Revercoms. Did Mr. Sawyer at that time insist upon the 
existence of such a memorandum? 

Mr. Durrer. He said that he had seen such a memorandum in my 
file ; yes, sir. 

Senator Revercoms. Did he ask you to produce it in the first con- 
versation to which you have referred when the memorandum was 
mentioned ? 

Mr. Durrer. I don’t recall whether he asked me to produce it but 
I do recall a search was made of the file and it wasn’t there. 

Senator Revercoms. That is all. 

Now I would like to recall Mr. Sawyer for a question. 

Senator Jackson. Certainly. 
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TESTIMONY OF RAYMOND SAWYER, ACCOMPANIED BY HIS 
COUNSEL, WILLIAM A. ROBERTS—Resumed 


Senator Revercoms. Mr. Sawyer, you have heard Mr. Durfee testify 
here of a conversation between you and himself with respect to the 
memorandum containing the initials “F. S.” Did you have such a 
conversation with Mr. Durfee? 

Mr: Sawyer. Yes, sir. 

Senator Rrvercomn. When did the first such conversation take 
place ? 

Mr. Sawyer. I don’t remember definitely now, but’ it was last fall. 

Senator Revercoms. Did you have another conversation in which 
that memorandum was mentioned, another conversation with Mr. Dur- 
fee ¥ 

Mr. Sawyer. Yes, I took some papers out to his house ‘on a Sunday 
and while I was there I mentioned this subjec t to him again. 

Senator Revercoms. What was the date of this later conversation ? 

Mr. Sawyer. Within the last month or so. 

Senator Revercome. Are those the 2 conversations and the only 2 
between you and Mr. Durfee im which this memorandum containing 
the initials “FS.” was discussed ? 

Mr. Sawyer. I think so. 

Senator Revercoms. When was the last time that you saw this 
memorandum with the initials “F. S.”? 

Mr. Sawyer. I only saw it one time. 

Senator Revercoms. And when was that? 

Mr. Sawyer. Well, that was when I was looking through his file. 

Senator Revercoms. What was the date, sir? 

Mr. Sawyer. I don’t remember the date, Senator. 

Senator Revercoms. Was it in the year 1956¢ 

Mr. Sawyer. Oh, yes. 

Senator Revercome. How long before the first conversation between 
you and Mr. Durfee to which you referred did you last see that memor- 
andum ¢ 

Mr. Sawyer. I never saw it again. 

Senator Revercoms. No, but how long before the first conversation ? 

Mr. Sawyer. I spoke to him about it within a day or two of the time 
I saw it. 

Senator Revercomr. I think that is all, sir. 

Senator Jackson. That will be all for now. 

Are there any further questions? If you will stand aside, please. 

Mr. Milton Shapiro. 

Do you solemnly swear that the testimony you are about to give be- 
fore this subcommittee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Suaptro. I do. 





TESTIMONY OF MILTON SHAPIRO 


Senator Jackson. State your name. 
Mr. Suaptro. Milton Shapiro. 
Senator Jackson. Where do you reside? 

Mr. Suaprro. 114 Franklin Street, Concord, N. H. 
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Senator Jackson. What is your business ? 

Mr. Suarrro. Real estate. 

Senator Jackson. You understand you are entitled to counsel if 
you desire ? 

Mr. Suapiro. I do, and I am ready to waive that right. 

Senator Jackson. You are ready to proceed without counsel ? 

Mr. Suaptro. I am, sir. 

Mr. O’DonneEtt. Mr. Shapiro, on August 3, 1956, did you purchase 
any stock of Northeast Airlines? 

r. Suaptro. I did. 

Mr. O’DonneEti. How many shares ? 

Mr. Sapiro. 500. 

Mr. O’DonneEtt. Do you remember at what time of the morning you 
purchased this stock ? 

Mr. Suarpiro. I imagine it was around 10 o’clock. 

Mr. O’Donnetx. When did you put the order in for the stock? 

Mr. Suartro. Before 10 o’clock. 

Mr. O’DonneEtx. When does the particular board open up there in 
New Hampshire? 

Mr. Suariro. There isno board in New Hampshire. 

Mr. O’Donnett. How is the stock order placed by you? 

Mr. Suariro. I call the office of Whitey Weld. ive the order to 
a girl in the office. She in turn calls the Boston office who in turn 
calls the New York office. 

Mr. O’Donnetxt. What time does the stock market open as far as 
you are concerned ? 

Mr. Suaptro. 10 0’clock. 

Mr. O’Donnett. So that your order was placed at the early outset 
of the day; is that right ? 

Mr. Suaptro. Yes, sir. 

Mr. O’Donnewz. Can you recall exactly what time you placed 
the order ? 

Mr. Suarrro. I think I called the girl sometime before 10. 

Mr. O’Donnetu. Did you state whether you wanted her to buy 500 
shares at the market price or did you qualify what you wanted in 
any way? 

Mr. Suaprrro. I said buy 500 shares of Northeast Airlines at the 
market. 

Mr. O’Donnewu. At that time, had you received any information 
concerning the stock from anyone in CAB? 

Mr. SHapiro. I did not. 

Mr. O’Donneti. Had you received any information concerning 
the stock from anyone ? 

Mr. Suartro. No, sir. 

Mr. O’Donnett. Do you know anyone in the CAB at the present 
time ? 

Mr. Suaptro. No, sir. 

Mr. O’Donnetu. Did you receive any phone calls from anyone with 
regard to Northeast stock ¢ 

Mr. Suartro. No, sir. 

Mr. O’DonneEtu. Were you aware of the award made on August 2 
by CAB? 

Mr. Suartro. No, sir. 

Mr. O’Donneti. Why did you purchase this stock ? 
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Mr. Suariro. The New Hampshire papers as well as all the papers 
in New England for about a month, during the whole month of July, 
had been carrying feature stories about how most of the New England 
senators and representatives had been down to Washington to plead 
for Northeast. Also, there was a big piece in the paper at the time 
about the attorney general coming down. There was a lot of talk about 
Northeast Airlines. There was also a lot of stock about Delta. 

So I looked up the price and I had been following it quite awhile. 
Delta was $40 a share. Northeast was $8 a share. I figured Northeast 
was at its low. $8 was about as low as it had been. So I thought there 
was no chance of loss in Northeast. I was either going to buy 100 shares 
of Delta or 500 shares of Northeast. I figured if Delta got the contract 
it would go up, but if it didn’t it might go down considerably. I 
figured the chance of losing in Northeast was very slight because it was 
at its low for the year and I thought it was a very good speculation. 

Mr. O’DonneE Lt. So that you purchased on the basis of speculation ; 
is that right ? 

Mr. Suaptro. Yes, sir. 

Mr. O’Donnetu. How heavy a stock market player are you ? 

Mr. Suariro. Well, there are times when the last year that I bought 
a thousand shares of stock twice. I have bought 200 shares at a time. 
T have also bought 10 shares of stock at a time. So I can just as well buy 
10 shares as I can buy many more shares than that. I wouldn’t consider 
myself a stock market player because I buy not only for myself, but for 
my father and my brother, but the stocks I have told you about I have 
bought for myself during the past year. 

Mr. O’Donnett. When do you generally buy stock? At which time 
of the day ? 

Mr. Suartro, I always buy stock and I always sell stock at the open- 
ing or try to. 

Mr. O’Donnetu. What is the reason for this particular manipula- 
tion by you? 

Mr. Suariro. It is probably an idiosyncracy but I can always tell 
the exact figure it went for or I bought it for. 

Mr. O’Donnett. During the day did you meet Chet Wiggin of 
Senator Bridges’ office ? 

Mr. Suaptro. Yes, sir. 

Mr. O’DonneEtt. Approximately what time? 

Mr. Suaptro. I haven’t the slightest idea of the exact time, but I 
imagine it was somewhere between 11 and 12 o’clock. 

Mr. O’Donnetut. Was anyone with Mr. Chet Wiggin ? 

Mr. Suaptro. I think Tom Shannon was with him. 

Mr. O’DonnELL. Do you know who Mr. Wiggin is? 

Mr. Suarrro. Yes, sir. 

Mr. O’DonneEtt. Do you know who Tom Shannon is? 

Mr. SHaptro. Yes, sir. 

Mr. O’Donnett. What was your discussion with them ? 

Mr. Suariro. Well, the general discussion, one thing or another. I 
don’t know. At that time we were talking about one thing or another. 
Then I think I told them I had bought some Northeast and I told them 
that when you buy stock, a broker in our town—because you don’t get 
exact figures, there not being a board there—within a relatively short 
time they call you back and tell you what you paid for it. So I told 
them there must be something doing in Northeast because it was up 
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considerably. I suggested there might be something that they might 
want to buy. 

Mr. O’Donnetit. How many calls did you have from the stock- 
broker ? 

Mr. Suariro. He called me back and told me what I paid for the 
stock. That isthe call I got from him. 

Mr. O’Donnetu. What did he tell you you paid for it ? 

Mr. Suaptro. Nine and seven-eighth, I believe. 

Mr. O’Donneii. How did you know there was any activity in 
Northeast ? 

Mr. Suarmo. Because I gave, I said something to either the girl 
or the man that called me, I said, “That is darn funny, I thought I 
would be buying it around eight. I took a loss of a couple of points.” 
They said, ‘Oh no, you didn’t. It is up around 11,” or some such 
thing. It was 11 at the time that they called me back. What time that 
was, ‘T can’t tell you. 

Mr. O’Donnetu. Had you talked to Mr. Wiggin and Mr. Shannon 
in the office of Senator Bridges? 

Mr. Suarrro. On the streets of Concord. 

Mr. O’Donnett. Was this a casual conference that you had with 
them ? 

Mr. Srarrro. Yes, sir. 

Mr. O’Donneti. You are sure of that? 

Mr. Suariro. Yes, sir. 

Mr. O’Donnett. Did you discuss it at the golf course at any time 
with them ? 

Mr. Smarrro. Yes, sir. 

Mr. O’Donneti. What was the discussion at that particular time? 

Mr. Suarrro. They had 4 or 5 girls working in the office. Our ac- 
countant is the treasurer of the Concord Country Club. He is the one 
that sets the rates for people who are there a short time. In previous 
years I had gotten the girls in the office in, because they are only there 
about a month, for an $18 fee. I forgot whether they were asking me 
to get the girls in at the same fee this year or they were thanking me 
because I had done that for them, but that was the general conver- 
sation. 

Mr. O’Donnett. What do you recall you specifically told them 
about the Northeast Airlines stock ? 

Mr. Swaptro. Relatively what I told you before, that I had bought 
some or that it was up, there was something doing apparently because 
the stock had gone up. I can’t remember the exact words. 

Mr. O’DonneELL. Did you suggest to them that they buy the stock? 

Mr. Swarrro. I may have. But I wouldn’t guarantee it. I may 
have told them that. I quite well may have told them that. 

Mr. O’Donnetu. Have you sold your stock ? 

Mr. Suarrro. Yes, sir. 

Mr. O’Donnett. How much profit did you make on it? 

Mr. Swarrro. I sold mine at 13, 1314, 1334, and 14. I bought the 
stock to make money. 

Mr. O’Donnett. Do you know how much you made on it? 

Mr. Suarrro. Yes. T can’t tell you the exact amount. But I will 
say somewhere between $1,200 and $1,400. 

Mr. O’Downetx. How long did you hold on to that stock ? 
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Mr. Suaprro. About 3 weeks. 

Mr. O’Donnett. Then you claim that the only time, the only reason 
you bought the stock on this day, August 3, is purely incidental to the 
award, and you had no information concerning the award ? 

Mr. Savio. Yes, sir. 

Mr. O’Donne ut. No further questions. 

Senator Jackson. You may be excused, Mr. Shapiro. 

Mr. Suarrro. Thank you, sir. 

( Witness excused. ) 

Senator Jackson. The committee will stand in recess until 2 p. m. 
tomorrow afternoon. 

Mr. Sawyer, we would like to have you here at that time and Mr. 
Durfee at the same time, and the counsel. We will take up tomorrow 
afternoon the question of legislation, possible legislation in this field, 
among other matters. 

(Thereupon, at 4:40 p. m., the subcommittee recessed, to reconvene 
at 2 p.m., Tuesday, May 21, 1957. ) 
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ING NORTHEAST AIRLINES STOCK 


TUESDAY, MAY 21, 1957 


Untrep States SENATE, 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 2 p. m., pursuant to Senate Resolution 37, 
agreed to January 30, 1957, in room 357 of the Senate Office Building, 
Senator Henry M. Jackson presiding. 

Present: Senator Henry M. Jackson, Democrat, Washington ; Sen- 
ator Stuart Symington, Democrat, Missouri; Senator Car] T. Curtis, 
Republican, Nebraska; Senator Chapman Revercomb, Republican, 
West Virginia. 

Also present: Donald F. O’Donnell, acting chief counsel; James N. 
Juliana, chief counsel to the minority; LaVern Duffy, investigator ; 
Margaret W. Duckett, acting chief clerk. 

(Members present at the convening of the session : Senators Jackson 
and Symington.) 

Senator Jackson. The subcommittee will be in order. 

Counsel, I believe there are a number of exhibits to be offered for the 
record. 

Mr. O’Donnett. Mr. Chairman, I have a letter under date of April 
21, 1957, addressed to you from the head of the Securities and Ex- 
change Commission, in which he forwards to us a list of persons who 
purchased stock on August 3, with regard to instant transaction. This 
is an amended list. It is up to date, and there are Dean Kelly, Rod 
Kreger, Benjamin Glasser, David Hemrick, George Pitzer, and John 
Paine, who are on this list and who were not on the list that we intro- 
duced as an exhibit. 

I request that the letter and the list be introduced as an exhibit in 
place of the one that was introduced before. 

Senator Jackson. It will be marked for identification as exhibit 31. 

(The document referred to was marked “Exhibit No. 31,” for refer- 
ence and will be found in the appendix on pp. 268, 269.) 

Mr. O’Donnett. Mr. Chairman, I have here a memorandum of 
Northeast Airlines, Inc., under date of June 30, 1956, consisting of 
six pages, which is the prospectus referred to by Raymond Bowles, 
and I request that it be introduced as an exhibit at his specific request. 

Senator Jackson. It will be marked for identification as exhibit 
32, for reference only. 

(The document referred to was marked “Exhibit 32,” for reference 
and may be found in the files of the subcommittee. ) 
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Mr. O’Donnetxu. Mr. Chairman, I have here a series of exhibits con- 
sisting of affidavits from various people who were contacted by the 
staff. The affidavits, basically speaking, are from all individuals who 
purchased stock and from other individuals in whom we had an 
interest, such as Northeast Airlines personnel. 

Obviously, this is not a ¢omplete list; because we did not have all of 
the names. Those individuals on the previous exhibit that have not 
been contacted will be contacted by the staff. 

I request that these be put in as exhibits en masse. 
wae Jackson. This is to be marked and admitted as exhibit 

0. 33, 

(The document referred to was marked “Exhibit No. 33,” for ref- 
erence, and may be found in the files of the subcommittee. ) 

Senator Jackson. The Chair understands that all of the names 
appearing on the original list of stock purchasers submitted by the 
Securities and Exchange Commission were interviewed, and affidavits 
signed by them. The same procedure will apply to the ones whose 
names appear on this new revised list, that either affidavits will be ob- 
tained or if that cannot be done they will be called in to testify. 

Mr. Durfee and Mr. Stone, I think both of you should come up to- 
gether. It will be a lot easier. 


TESTIMONY OF JAMES H. DURFEE AND FRANKLIN M. STONE— 
Resumed 


Senator Jackson. Mr. Durfee, when did you take office as a mem- 
ber of CAB? 

Mr. Durree. August 13, 1956. 

Senator Jackson. August? 

Mr. Durree. I mean April. 

Senator Jackson. April 13, 1956. 

Mr. Durrer. Yes, sir. 

Senator Jackson. You took over as chairman at the same time or 
was that later ¢ 

Mr. Durren. Yes, sir. 

Senator Jackson. At the same time? 

Mr. Durrer. Yes, sir. 

Senator Jackson. After you became chairman and a member of 
the Civil Aeronautics Board, did you run into this problem of leaks? 

( At this point, Senator Curtis entered the hearing room.) 

Senator Jackson. Was the problem of leaks discussed ? 

Mr. Durrer. At the time that I took over this office, my predecessor, 
Chairman Ross Rizley, discussed this subject with me and said it had 
been a source of trouble to the Board during his tenure of office and 
prior thereto. 

I believe that he called my attention to a circular memorandum which 
he caused to be issued to the staff in April of 1955, calling the attention 
of all staff members to the regulation of the Board which prohibited 
disclosure of information, of any confidential information, obtained 
by members of the staff during deliberations of the Board and the 
staff, and the fact that such disclosure of information was the cause 
of disciplinary action and, if necessary, discharge. 

About a month after I took office, as I recall, I discussed this mat- 
ter with the Board, and the then members of the Board—I believe 
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at that time we only had a four-man board, Mr. Minetti had not taken 
office, and Mr, Adams was still a member of the Board. Now his 
place has been taken by Mr. Hector. 

I discussed with the Board at that time, about a month after I took 
office I believe, and the members of the Board agreed that it was a 

matter of concern to the Board and that it should be watched very 
closely. 

We did have internal regulations of the Board prohibiting disclosure 
of such information. 

I would say this, Mr. Chairman, that prior to the time that the 
Board began to consider this case I was aware of the fact that this 
matter of feaks had been a source of trouble to the Board. 

Senator Jackson. Would you make available for the record a copy 
of the regulations on this subject of leaks ? 

I think we have one. 

Mr. Durrer. Yes, sir, we will. I believe we furnished a copy of all 
our pertinent regulations and also an opinion of our general counsel 
interpreting the Federal statutes on this subject, and our own regula- 
tions. 

Senator Jackson. You did. That is right. I believe we have that. 

The Chair will admit as exhibit 34 the memorandum from the office 
of the general counsel which is addressed to the chairman, with copies 
to members of the Board, on this subject. The date of that memo- 
randum is May 1, 1957. That will be together with the pertinent 
regulations. 

(The documents referred to were marked exhibit 34, for reference 
and may be found in the files of the subcommittee. ) 

Senator Jackson. The sum and substance of it, as I understand it, 
Mr. Durfee, is that the Board can only dismiss an employee, and this 
dismissal would have to be in accordance with the civil-service regula- 
tions, and in the case of veterans rights in accordance with the Veterans 
Preference Act. 

Is that generally correct ? 

Mr. Durrer. Yes, sir. 

Senator Jackson. In other words, there is no penalty other than the 
possible forfeiture of one’s position with the Federal Government ? 

Mr. Durree. Insofar as the Board is concerned, I believe that is the 
extent of our jurisdiction, yes, sir. 

Senator Jackson. And there is no statute—I will ask the counsel, 
Mr. Stone, this question—that makes it possible to try the individual 
or result in a criminal penalty ¢ 

Mr. Stone. Mr. Chairman, I will answer that in this way, by saying 
that the only criminal penalties that are specifically provided for in 
the act for the disclosure of information are those contained in section 
902 (f) of the act. We have sufficient doubt in our own mind 

Senator Jackson. What kind of information is that? 

Mr. Srone. Section 902 (f) of the act, which is title 49, United 
States Code, section 622 (f), makes unlawful the divulging by a Board 
member or employee of information contained during the course of an 
examination of a carrier’s records or information withheld under sec- 
tion 1104, except by direction of the Board or a court. 

We feel that that particular section of the act has limited applica- 
bility, and that in all probability it could not be used to cover the 
situation that we have at hand. 
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Of course we do have our regulations which would provide for sus- 
pension or dismissal of the employee, but we do not feel that those 
regulations and rules of the Board are covered by 902 (f) of the act 
so that they could be applied in this situation. 

Senator Jackson. Even if an employee knowingly leaked informa- 
tion, with the intent to assist someone in making a profit, for example 
in the stock market or in any kind of venture, the only penalty would 
be dismissal ? 

Mr. Strong. Yes, sir. We have not actually considered whether the 
violation of the Board rules prohibit that sort of action of an employee 
would be covered under section 902 of the act, but we feel that there is 
sufficient doubt in our mind as to the applicability of the particular sec- 
tion to require a further study. 

Senator Jackson. Criminal actions are strictly construed as a matter 
of law, is that not right? 

Mr. Stone. That is right, sir. 

Senator Jackson. So that if the statute is ambiguous on this point, 
generally speaking, the courts are going to defer in favor of the 
accused. 

Mr. Stone. We have a great deal of doubt 902 (f) would cover the 
situation. 

Mr. O’Donnett. I might add, Mr. Stone, for your information, and 
for the information of the record, the General Counsel for ICC, for 
FCC, and for SEC, all agree with your interpretation, namely that this 
particular section that you mentioned does not cover this particular 
type of case. 

Mr. Stone. Iam glad to hear that, Mr. O’Donnell. 

Senator Jackson. Mr. Durfee, what do you feel should be done in 
the way of legislation as far as this particular subject is concerned, the 
question of leaks? I understand that you now provide, or there is 
provision under your present practice that you initiated, of announcing 
the decision of the Board in the form of a press release prior to the 
submission of the written opinion. 

Mr. Durrerz. Mr. Chairman, insofar as this specific leak is concerned, 
insofar as it involves the disclosure of a vote of the Board on a decisive 
issue in a case pending before the Board, let’s say an adjudicatory case, 
we believe that this specific type of leak has been effectively eliminated 
by the practice that we have adopted, of promptly publishing the 
Board’s vote prior to the time that its decision is formalized by the 
issuance of a formal decision. 

We believe that when you pull out the plug, there isn’t anything left 
to leak in this specific type of case. : 

Senator Jackson. Yes, maybe in that immediate situation. 

But what about the possible situation—and I am just speculating— 
where staff members to the Board, prior to a decision, should decide 
to leak information indicating which way their members are going to 
vote? In other words, each member has his staff assistants and there 
are conferences beforehand. Is it not possible for the staff members 
to get a rough idea as to what the vote will be, probably, at the time the 
formal vote is taken ? 

Mr. Durree. Yes, sir. 
Senator Jackson. That is true, is it not? I mean, it is possible. 
Mr. Durrer. It is possible. 
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Senator Jackson. So that there is a need there 

Mr. Durrer. I don’t think it existed in this case. 

Senator Jackson. I am not talking about this. I am talking now in 
general. Apparently the tables were turned in this one. 

Mr. Durrer. Nobody knew how I was going to vote. I didn’t know 
myself until I walked into that meeting. I might say I have always 
reserved the finalty of my vote for a consideration of the deliberative 
process of the other members, and then I say how I am going to vote 
and I vote. 

Senator Jackson. Mr. Durfee, I just want to say that so far in the 
proceedings, both in the executive and public, you have been very 
forthright and cooperative, and I, for one, appreciate your frankness. 
It has been very helpful to the committee. 

I wonder what you think about the problem, however, about the 
knowledge that staff people can acquire prior to the formal taking of 
the vote, and their leaking of information that might assist someone 
who would like to make a fast buck, so to speak ? Or, if I may put it 
another way, who are looking for a job with an airline? 

Mr. Durrer. When we consider here specifically, Mr. Chairman, the 
problem of the leaking of information in an adjudicated case, a case 
where there are contesting applicants, let’s say for a route, there is 
still the possibility of leaks such as you have mentioned that could 
happen at any time between the time of the examiner’s decision and 
the time the Board votes. Obviously, there can be advance intima- 
tions given as to what the disposition of the Board might be before 
even the vote is taken ; yes, sir. 

Senator Jackson. Let me ask you this: Do you not feel there 
should be legislation dealing with this? 

Mr. Durrer. Yes, sir, I do. 

Senator Jackson. I mean, the imposition of a penalty, a criminal 
penalty ? 

Mr. Durrer. Yes, sir; I feel there should be some legislation in this 
respect. 

(At this point, Senator Revercomb entered the hearing room.) 

Senator Tivasox. The Chair would appreciate it very much if you 
and the General Counsel would take it up with the Board. We would 
like to have your views, your formal views, because we feel, at least 
{ do, that you know your agency better than we do. It would be 
helpful to have some legislative suggestions so that we can possibly 
act on them in this session of Congress. 

I want to say that the committee is going into this whole question 
not just of the CAB, but as it pertains to other so-called quasi-judicial 
agencies in the Government, the Securities and Exchange Commission, 
the Interstate Commerce Commission, the Federal Communications 
Commission, the Federal Power Commission. 

I guess I have named most of them. If there are some more, we 
will take them into consideration, too, 

But it would be very helpful if we could have that information in 
connection with legislation, I hope, at this session of Congress. 

Mr. Durrer. Mr. Chairman, could I ask a question on that ? 

Senator Jackson. Yes, certainly. 

Mr. Durrer. I don’t want to take up any more time of this com- 
inittee, but I want to be sure that we understand. There are, of course, 
other areas of Board operations outside the decisional process involved 
in a case of this kind, which also vresent crave ouestions concerning 
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the disclosure of confidentia] information, which I believe should be 
included within any such recommendations. 

ene JacKsoNn. 1 was going to come to that. 

eyond the specific point, I would like now to have your views as 
to a er areas that need plugging. Would you proceed to comment ? 

Mr. Durrer. You want us to give a formal comment of the Peer 

Senator Jackson. If you wish to comment at this time, then it ca 
be drawn up in the form of written recommendations. 

What about a code, a general code, of conduct that should apply to 
the employees? I do not know what the Supreme Court does, but 
certainly, to my knowledge, there was a leak some years ago by one 
of the clerks of the Supreme Court. Other than that, there have not 
been any leaks. 

I presume that this problem should be dealt with in the form of 
a code of conduct that is expected of employees in a a -judicial 
agency. Failure to comply with it would result in certain penalties. 
That, of course, would cover the entire scope, the jurisdiction, of the 
agency. 

Mr. Durrer. Mr. Chairman, we have been discussing the type of 
case which I believe is generally referred to in regulatory processes 2s 
an adjudicated case, which is like a court case. It is pedbably as close 
as a regulatory agency actually comes to actually acting like a court, 
where you have contending applicants, and where you have to comply 
with the Administrative Procedure Act. There are many other areas 
where this Board, as a regulatory agency, acts, in which it arrives at 
determinations by due processes other than the Administrative Pro- 
cedure Act. 

For example, let’s say in the question of rate regulations, and this 
Board does participate in regulation, at least so far as it is involved 
in subsidies, and mail rates, and we are now, I believe, for the first time 
embarking on a very ambitious project of a general fare investigation 
of the certificated carriers. Those proceedings, of course, are of tre- 
mendous interest, they are highly controversial. 

I am speaking now of not only a general fare investigation, but a 
specific fare or tariff case. 

I might say they are susceptible of a situation where you could have 
leaks that would’ ser iously impair the Board’s deliberative process. 
We have cases where we investigate the accounts of a carrier, and 
where, before any investigation by the Board is even ordered, there 
are audit reports of a highly confident: il nature so that before the 
Board has even commenced its own investigation of the matter, has 
even ordered a formal investigation, there can be leaks of infor mation 
of this character which can have a very undesirable impact on every- 
body concerned, including the Board, because the matter is in a com- 
pletely inconclusive stage. 

We have situations, for example, in international route cases. Even 
after the Board has arrived at its decision, these cases are tremendously 
important. 

In cases such as the North Circle route case, the Transpolar route 
case, from the west coast to Europe, we arrive at a decision, we sign the 
decision, and it is formalized. 

But that decision must be kept confidential until the President has 
approved or disapproved our decision. We can’t issue any press 
release on that. 
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Senator Jackson. The President is the one that makes the final de- 
cision ¢ 

Mr. Durrer. That decision is sent to the Bureau of the Budget, it is 
sent to the President. The Bureau of the Budget may circulate copies 
of that decision to the Commerce Department, to the State Depart- 
ment, to the Defense Department, the Interior Department, the Post 
Office Department, the Justice Department, or any department of the 
Government when the Bureau of the Budget or the President might 
want the advice of one of those departments. 

So before the decision of the Board is announced, and the action of 
the President thereon has been announced, without any publication of 
the Board’s decision, because that is strictly confidential, there is an 
area there where, conceivably, the information could get out. 

Senator Jackson. Any statute that is passed should cover that kind 
of situation, too, | would think. It can be treated the same as classi- 
fied information, because somebody could profit by it, if it is leaked out 
through any channel outside of your own agency. 

Mr. Durrer. Yes, sir. 

Senator Jackson. Would it not be helpful, too, in connection with a 
code of conduct that is somewhat similar to that required of judges, 
would it not be helpful to you and all the members of the Board, if 
you were not badgered by so many outside interests outside of com- 
mittee hearings ¢ 

Mr. Durrer. Are you talking about leaks or are you talking about 
people that are attempting to get information ? 

Senator Jackson. No; people who want to come in and talk to you 
about your problems. Why should you have to meet or talk to liti- 
gants about a matter? Is this the practice now ? i 

Mr. Durrer. I would say the situation exists. We refer to this case 
specifically—— } ; 

Senator Jackson. No: lam talking in general. I am talking about 
the need for legislation in this whole problem. I was not referring 
tothe Northeast Airlines case or any case. 

Mr. Durrer. There is a pressure area and there is a leak area. 

Senator Jackson. Let us talk about the pressure area for a moment. 

Mr. Durrer. Well, I would say in the case of the Board, the pressure 
does not start until the examiner issues a decision. He comes up with 
his tentative decision, which, in effect, is a recommendation to the 
Board. Thereafter the parties to the proceeding file exceptions, briefs, 
and there is then an oral argument. 

During this intervening period of time is a period of time where I 
think it can be safely said the members of the Board are subject to 
pressure which, I believe, is a serious reflection on the integrity of the 
judicial process of the Board. 

Mr. Chairman, it is my belief that in the adjudication of cases of 
this size and importance, in any case, regardless of its importance, but 
let’s take this particular case, the Northeast case, I believe the record 
establishes that the value of this route, the gross income that National 
and Eastern, the carriers that operated this route in 1955, the gross 
income that they took off this route, that they collected from this route 
proper, was $47 million. 

Obviously, the effect on them of competition, the effect of a success- 
ful applicant in a case of that kind is a matter of major importance. 


$2727—57——_14 
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Senator Jackson. $47 million was the gross receipts ? 

Mr. Durree. For 1955, of National ae Eastern. 

Senator Jackson. National and Eastern Airlines? 

Mr. Durrer. New York to Florida; yes, sir. 

It is my conviction, sir, that when a case reaches that point, from 
the time the examiner issues his report until the Board has concluded 
its deliberations and has issued its decision, the integrity of the process 
which the Board must follow requires the same standard of immunity 
from outside influence that should be required of a court of law. 

Senator JarKson. I am glad to hear you say that. I could not agree 
with you more. You are trying to act in a judicial capacity on these 
matters, There is absolutely no justification for pressure being put on 
any person who is trying to carry out a judicial mission, is there? 
This would, too, require statutory action. 

Senator Revercome. Mr. C hairman, may I ask for an explanation ? 

Senator Jackson. Surely. 

Senator Revercoms. W hat nature of pressure is attempted, Mr. 
Durfee? When you say pressure, what is the nature of pressure in- 
fluence that you refer to? 

Mr. Durrrr. The word “pressure,” Senator, certainly has a wide 

rariety of meaning. I can say that from 1 year’s experience. 

It is well known that members of the Board, and I believe of other 
regulatory agencies, from what I hear—maybe “pressure” isn’t the 
right word, but they are—— 

Senator Symrncton. What is the right word, then? Bribery? 

Mr. Durrer. No, sir. 

Senator Symrneron. I would like to know what is in your mind, 
Mr. Durfee. 

Mr. Durrer. I am not talking about bribery. I don’t know of any 
instance of bribery that I can refer to. 

Senator Symineton. You are not a court of law. You are a quasi- 
judicial agency, supposed to operate under the executive branch of 
the Government. I would like to know how you can prevent people 
from trying to change the decision of one man, the examiner, by going 
to the Board itself. I can understand in a court it would be different, 
but I do not know how you can do that in our system of government, 
any more than you can prevent somebody from going to the Secre- 
tary of Defense to protest a decision from one of the service Secre- 
taries. 

I would like to understand that. 

Senator Jackson. I disagree with my colleague. The Tax Court 
is a part of the executive br: anch, technically. 

Senator Symrnoton. If you want to put the CAB in the same status 
as the Tax Court, I can understand it better. 

Mr. Durrer. I don’t know what status I want to put the CAB in, 
Senator. I want to put it in the status where the integrity, the process 
by which it arrives at a decision, is free from outside interests. 

Senator Symrneton. Do you not think that depends primarily upon 
the integrity of the members of the CAB? 

Mr. Durrer. I certainly do, yes, sir. 

Senator Symrneron. Thank you. 

Senator Revercoms. Let me pursue my question. 

Senator Symineron. Excuse me, Senator, I did not mean to inter- 
rupt you. 
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Senator Revercoms. I am very glad to have you do so. 

What influence do you have in mind that the members of the Board 
should be protected against? What nature of influence? Are you 
against representatives of parties before you coming to you to discuss 
some finding of one of your hearing commissioners ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. You do not want that done? 

Mr. Durrer. No, sir. I believe this, Senator: The provisions of the 
Administrative Procedures Act provide an ample forum for any inter- 
ested party, in any procedure such as this, before this Board, to file 
briefs, to communicate by verbal—oral—communication in oral argu- 
ment, to fully communicate their views to the Board. _ e 

I believe that any person who wants to communicate his position to 
the Board by a formal communication which can be made a part of 
the record at the time of the oral argument, or if he has a proper in- 
terest and will appear before the Board, and argue his position, I 
believe that that is the method and the manner in which it should be 
done. 

I do not believe that any member of the Board from the time the 
examiner’s decision is issued, up to and including the time of argu- 
ment, should be approached by any individual on an individual basis. 

Senator Revercoms. I believe that is quite clear. 

Senator Curtis. Mr. Chairman ? 

Senator Jackson. Senator Curtis. 

Senator Curtis. Mr. Durfee, how long, do you know, has the prac- 
tice obtained, going back how many years in the history of the Board, 
of arriving at a decision and then not making it known until that 
decision was formalized sometime later ? 

Mr. Durrer. Senator, as far as I know, the practice which existed, 
up to the time that we established the procedure of issuing the press 
release on our vote promptly when the vote is taken, I believe up to 
that time the practice of regulatory agencies has been to defer any 
announcement of the decision of the Board until the decision of the 
agency was formally drafted, signed and approved by the Board. 

Senator Curtis. When was the CAB created ? 

Mr. Durrer. The Civil Aeronautics Authority was created by the 
act of 1938. As I understand it, the Board was taken out of the 
single authority in 1940 and was itself created by the Reorganization 
Act of 1940. 

Senator Curtis. I think you and the members of the Board are to 
be commended upon the change in the practice and procedure which 
you have made since this incident in the Northeast case has arisen. 
I believe it will be in the public interest. I think it will give everyone 
equal opportunity for the news as soon as it is available. It will also, 
I would think, save the time of the members of the Board because once 
the public and all interested parties are aware that the decision has 
been made, it will be a settled matter. 

I think the steps that you have taken in changing, so that as soon 
as the decision is arrived at it is announced, even though the opinion 
must be written at a later time, is very commendable. 

Mr. Durrer. Senator, I interject there that we do not announce a 
decision. We announce the vote of the Board. on the issues involved. 

I might say that prior to the time the decision is signed, between 
the time of the announcement of the vote of the Board and up to the 
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time that the decision is formulated and signed, a member of the 
Board could change his vote if he wanted to. He can change it any 
time up to the time that he signs it. 

I might add, however, that since we have issued our press release 
procedure, nobod y has changed his vote. 

Senator Curtis. Maybe we better get together on our definitions. 
What do you mean by a “press release of the vote”? What would 
that press release contain? Would it state what decision was arrived 
at on the issues involved 4 

Mr. Durrer. In this particular case, sir, the Northeast case, after 
the conclusion of the oral argument, the opinion-writing division 
then prepares a series of questions, which, in the opinion of our legal 
division, are the ultimate questions of fact which the Board must 
answer before they can write an opinion. 

The Board then meets. That is what it did on August 2. It starts 
out with question No. 1, which, in this case, was: “Should an addi- 
tional carrier or carriers be authorized on this route?” We voted 

“ves.” 

Question No.2: “What carriers should be selected ?” 

We voted 3 to 2 for Northeast. 

We went through a series of questions over the very complicated 
issues in this case, which covered service to the entire Atlantic sea- 
board. We voted on the questions, we voted yes and no. 

You might say we did this one a week late, But we eventually 
published, and now promptly publish, how the Board voted on these 
issues, 

Senator Curtis. I will put my question another way and I think 
it will clear the record. Suppose the practice that you now follow 
of issuing the press release had been in effect on August 2. When 
would that press release have been issued and what “would it have 
said ¢ 

Mr. Durrreg. In this particular case, Senator, we were holding night 
sessions of the Board, at the time of this situation, because duri ing the 
daytime we were holding hearings on the Grand Canyon acc ident. 
We were far behind and were trying tocatch up. This was an evening 
session. 

I think we concluded about 10:30 p.m. I think we voted on part 
of the issues in this case that night, I would say the most crucial issue 
we voted that night about 9 or 9:30. We continued deliberations 
the next night, and the night after. So perhaps it would have bee: 
3 days there : before we ¢ ould have issued a press release. 

I would say this, sir, in the light of my experience in this case: 
If we ever consider a case of this importance, we won't do it in an 
evening session, and we will assign a full day to it, so that we can 
vote on all of the issues in 1 day and issue a press release that same 
day. 

Senator Symrneron. Mr. Durfee, first let the record show that | 
— e always been very grateful for the courtesy that you have shown 

ne when I have had any relationship with the CAB. 

Let me ask you this question: Do you think that with the problem 
as you see it, incident to pressure, it would be better if you had an 
administrator instead of the Board ¢ 
Mr. Durree. No, sir. 
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Senator Symrneton. How many members of the CAB have you? 
Mr. Durres. Five, 

Senator Symineron. You would cut the pressure by one-fifth, would 
you not, if you had an administrator instead of a Board ? 

Mr. Dvurrer. I don’t think you would cut it one-fifth. I think 1 
administrator would get 5 times as much, rather. 

Senator Symrneton. In other words, you think it would be a 24- 
hour-a-day job instead of a 6-hour-a-day job, is that it 4 

Mr. Durrer. I don’t know what you mean by a 6-hour-a-day job. 

Senator Symineron. Well, 5 hours, then—5 times 5, that is pretty 
close. 

Actually, I was administrator of two agencies which were changed 
from boards into single administrators. 

Inasmuch as you are worried about pressures, I just wondered if 
vou thought that that would reduce the pressure. It certainly would 
reduce the pressure of one member on another member, would it not, 
unless you wanted to pressure yourself a little bit ? 

Mr. Durrer. I don’t think the members of the Board, of which I 
am ® member, have ever pressured each other at any time.. I have 
never attempted to pressure any member of the Board, and I don’t 
believe that anybody else has ever tried to pressure me. 

Senator Symrncron. You used the word, and I just wanted to be 
clear on it. 

Mr. Durrer. I am not worried about pressure, Senator. I am an- 
swering a question here. I haven’t gone around making speeches, 
“‘squawking” about pressure. I haven’t come up here to complain about 
pressure. I am trying to answer a question, sir, as well as I can. 

Senator Symrneton. And I think you are doing very well. I would 
like to ask you another question, if I may, about a member of the Board 
being asked or not asked a question after the examiner had rendered 
his decision. Would you think that a Member of the Congress could 
plead to the Board in the interest of a constituent against his decision 
that was negative to the constituent in question? Do you think that 
should be eliminated ? 

Mr. Durres. Do you mean after the decision? Do you mean after 
the examiner’s decision ? 

Senator Symincron. Right. 

Mr. Durrer. No, sir, I donot. In fact, I believe that our Board has 
shown every evidence of encouraging the expression of Members of the 
Congress during oral argument or by written communication addressed 
to the Board of their individual views as they may affect their individ- 
ual constituents, and particularly on the question of public convenience 
and necessity. I regard that as very valuable information. 

Senator Symrtneron. I would say again that my experience with the 
Board verifies what you say. However, what I would like to get at is 
what type of, and character of, pressure worries you between the deci- 
sion of the examiner and the decision of the Board? 

Mr. Durree. Well, any effort, and there is a wide variety of effort, 
any effort, of any individual with any individual member of the Board 
to attempt to influence his opinion by arguing the merits of his par- 
ticular interest with an individual member of the Board I consider 
as a type of influence that I don’t believe does the Board any good. 
I don’t believe it helps the Board, and I certainly don’t believe that 
it has any effect of enhancing the judicial integrity of the Board. I 

























































































210 LEAKS OF CAB DECISION OF AUGUST 2, 1956 


don’t believe it has any more place than it does in a litigant attempting 
to approach a judge of a court and discuss his case outside the court- 
room. 

Senator Symrneron. How about the mayor of a city which is ad- 
versely affected by the decision with respect to an air route? Do you 
think he should be allowed to talk to a member of the Board, under 
the legislation that you conceive ? 

Mr. Durrer. I believe that he should be allowed, and we do allow 
cities to appear, in oral argument, whenever they request it, if they 
do so in sufficient time. But I don’t believe that he should be allowed 
to talk to an individual member of the Board; no, sir. 

Senator Symineton. By statute, he should not be allowed to talk? 
He should just talk to the Board formally ? 

Mr. Durrer. That is my position. 

Senator Symrineron. I just want to be sure. 

Thank you, Mr. Chairman. 

Senator Jackson. Senator Revercomb? 

Senator Revercoms. I want to go back to the change of the rule an- 
nouncing publicly the voting of the Board. 

Mr. Durfee, was that brought about to prevent leaks of information 
prematurely ? 

Mr. Dorrer. Yes, sir. 

Senator Revercoms. That is the reason of it. 

Well, I want to comment that I do not think the Civil Aeronautics 
Board ought to be put in any situation where it has to change its 
rules and make an announcement prematurely, or before it is good and 
ready todoso. I think that either through legislation or through your 
own rules, you ought not be required by any condition, such as pre- 
mature leaks of information, to announce your decisions until those 
decisions are ready. 

You have stated here that you announce a vote upon a series of 
questions. You still have the right to change your decision prior to the 
issuance of the written opinion. Is that correct, sir? 

(At this point, Senator Symington withdrew from the hearing 
room. ) 

Mr. Dourrer. Yes, sir. 

Senator Revercoms. Yet you are put in the position by announcing 
prematurely, where the members of the Board are in the situation, 
after announcing a vote, and when they see the opinion written up and 
may earnestly and sincerely desire to change their opinion, of being 
reluctant todoso. Is that not a fact? 

Mr. Durree. I don’t believe so, Senator; no, sir. 

Senator Revercoms. Do you think that the Board ought to be put 
in the position of any kind that would require it to announce publicly 
its voting, simply because of an apprehension that somebody may leak 
the vote before it is announced ? 

Mr. Durrer. I must confess, sir, that I was not too happy about hav- 
ing to resort to this procedure. 

A formal legal objection was filed by one of the carriers to this 
procedure, in which they said it was a violation of law because it was 
an announcement of what really was a decision of the Board prior to 
the time that the Board had actually formalized its decision by find- 
ings of fact and conclusions of law, and in a formal opinion as required 
by law, in the Administrative Procedure Act. 
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This objection was filed. We disposed of it in an opinion, in which 
we stated that we believed that the mere announcement of the vote, 
with the right of any member to change his vote, was not an invasion 
of any judicial process. 

I agree, sir, that perhaps we should not be put in that position, but 
we were in that position. I would say, if it is to be regarded as an 
evil, that it was a lesser of two evils, considerably lesser. 

Senator Revercoms. You were put in that position because some- 
one, knowing the facts, knowing how the vote was made, would pre- 
maturely announce, or, as we say, leak out, that information. That 
caused you to change the time of the announcement of the vote, is that 
right ? 

Mr. Durree. Yes, sir. 

Senator Revercoms. And that left the Board in the position of hav- 
ing to release a statement as to how its members voted upon particular 
questions before findings of fact and the decisions of law were reduced 
to an opinion ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. Do you not think that is a rather unwhole- 
some situation for the Board itself? Would you not rather have it 
under your rules, or under statute, so that you could not be put in the 
position of requiring an announcement of how you voted until your 
final decision was made and reduced to a written opinion as required 
by law? 

Mr. Durree. Senator, I believe that it was a good deal more whole- 
some than the situation we found ourselves in, and that it has proven, 
over the period of time that has intervened since, in which we have 
made some rather substantial decisions, which, conceivably, might have 
had an impact on the stock market, I believe that at least it is con- 
siderably more wholesome than the situation with which the Board 
was confronted, and which we were attempting to remedy. 

Senator Revercoms. I am not questioning that as between the lesser 
of two evils, being the language that you used a few moments ago, 
but would it not be better, would the Board not be in a freer and more 
independent position, if the situation was such so that you did not 
have to announce how you voted, announce your decision, until it was 
complete and reduced to written form? Would that not be better? 

Mr. Durrer. Yes, sir. If I, and I believe the Board would concur, 
or if we ever felt ourselves in a position of such complete assurance, 
that following a vote of the Board, prior to the time that our formal 
decision was issued, which may require—I think in this case it took 
about a month and a half or two months—if we had such positive 
assurance that that information would be kept inviolate and would 
not be divulged, I would certainly not favor issuing a press release. 

Senator Revercoms. Can you obtain that situation for yourselves 
or for the Board by the issuance of rules of your own ? 

Mr. Durrer. I doubt that, sir, at least on the record so far. 

I think every board that has dealt with this matter has probably 
amended and strengthened the internal rules prohibiting disclosure 
of confidential information. I believe our internal rules are complete 
on that subject. 

But the fact is that the rules, as they existed on August 2 last year, 
were obviously not sufficient themselves to stop this practice. 
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Senator Revercoms. Do those existing rules carry a penalty with 
them ? 

Mr, Durres. Not other than as I have already testified to, sir, disci- 
plinary action, including discharge. That is all we can do. 

Senator Revercoms, Dismissal is the penalty for violation of the 
rules, or can be the penalty? 

Mr. Durrer. Suspension or dismissal. 

Senator Revercoms. Do you feel that you need something more than 
rules, with that penalty, to give you the protection against the leaking 
of information wrongfully? Do you think you need other penalties 
attached? Do you think that would help you? 

Mr. Durrer. I believe, Senator, a Federal statute, properly drafted, 
with due safeguards as to properly specifying types of information, 
and the specific type of persons covered, I assume that is a matter 
in which the Justice Department would be interested as well as the 
Congress. I believe that a statute of this type, with a penalty provi- 
sion covering this specific situation and other similar situations, would 
have a very “salutary effect, even though it was never invoked. The 
fact that it was on the books, I believe, would have an effect at least 
beyond what we have now. 

Senator Revercoms. There is no such nature of statute today that I 
know of on the books, and since there is no penalty with respect to 
the courts, they handle their own discipline in that matter. Of course, 
they have powers that you do not have, apparently. This would be a 
new kind of legislation, would it not, pioneering in the field of protect- 
ing against this? 

Mr. Durres. There are, as our General Counsel has pointed out, 
statutes which provide for criminal penalties for divulging informa- 
tion of specific types now. 

Senator Revercoms. That is correct, of specific types. 

Mr. Durree. We would just be enlarging the area. 

Senator Revercoms. And it is specific types of certain agencies. It 
is classified material, as they sometimes call it. But we have no statute 
today, do we, or certainly I am not aware of one, that would set up 
penalties against giving out information prematurely against the rules 
of the agency ? 

Mr. Durreg. No, sir. 

Senator Revercoms. Thank you, Mr. Chairman. 

Mr. Durree. I would not attempt, Senator, to try to outline what 
the statute should contain. But I believe it is possible to write the 
statute. 

Senator Revercoms. You want to bring the Civil Aeronautics Board 
within the purview of the statutes that prevent the revealing of in- 
formation concerning classified material of certain agencies. That is 
what you have in mind ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. That is all. 

Senator Curtis. Mr. Chairman ? 

Senator Jackson. Senator Curtis. 

Senator Curtis. I wish to say again for the record that I think the 
new procedure put in is very wholesome. I believe members of the 
Board would have a right to change their opinion. I do not think any 
of them would do it, any members of the Board now, or of the boards 
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in the past, unless it would be from the nature of new evidence which 
might be likened to a motion for rehearing in a court. 

I believe you have begun something which lessens the possibility 
of what might be termed unintentional leaks. We are dealing with a 
aa thatris not as simple as proving that some individual, for 

gain for himself or for his friends, deliberately and intentionally 
aie a disclosure that he should not have so made. Things happen, 
wittingly and unwittingly. Interested parties make well thought out 
inquiries about small matters, and other interested parties make other 
inquiries of many other people, and sometimes a picture is arrived at. 

The very problem is in the best of running offices, and papers have 
to be on desks and papers have to be in typewriters. We are dealing 
with a matter that requires the most careful administration, but cer- 
tainly the problem is not confined to someone who has intentionally, 
for gain for themselves or someone else, violated the rules of confiden- 
tial material. Is that correct? 

Mr. Dourrer. That is correct, Senator. In the use of the word “leak,” 
IT would say we have interested parties who have tremendous interest 
in the outcome of the case. They may talk to a number of people 
within an agency. They may talk to members of the Board, they may 
talk to members of the staff.” No single piece of information that they 
got could be classified as a deliberate attempt by the individual who 

gave him that single piece of information as a leak. It might be an in- 
sdvedbent comment, it might be a casual jest, or anything else, or a 
friendly conversation. 

But the person involved, the party in interest, if he has the faculty 
for doing that, and I believe there are some people in Washington that 
have that faculty, they put these pieces together, and when you put 
it all together you have a pretty good composite from which you could 
say, in the ageregate, then, what you might call a leak. 

‘But it has been obtained from ‘a wide ' variety of sources, no one of 
which perhaps would have been worth anything. 

Senator Jackson. That is standard operating procedure in the in- 
telligence world, is it not? 

Mr. Durrer. I don’t know. I was never in that branch of the 
service. 

Senator Curtis. Again confining our questions to hypothetical cases, 
when those things happen, it might be unfair to hold up any one indi- 
vidual who might have had a fractional part in an unfortunate dis- 
closure in the light that he intentionally violated his trust, is that 
possible ? 

Mr. Durrer. Yes, sir. That is why I think extreme care should be 
used in drafting any statute covering this. 

Senator Curtis. I agree that perhaps a statute with a criminal pen- 
alty might have a sobering and cautioning effect upon all people, but 
I think we have a pr oblem that goes beyond the actual overt, provable 
cases of someone intentionally : and deliberately making disclosure for 
gains for himself or for others. 

Mr. Durrer. I would say, Senator, that this investigation itself has 
already served that purpose to a large degree. 

Senator Curtis. I think so. My experience, as a Member of Con- 
gress, and this is my 19th year, is that when a territory is interested in 
a matter, their communications would often be of a nature that a mat- 
ter has been pending for months or years, and you find out what is going 
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on, when it is going to be done, and how it looks like. I believe that 
those i inquiries are made with the best of faith on the part of the con- 
gressional offices, and substantially all of them are made from the 
public standpoint, from the cities and areas that are looking to service. 

I am also aware that considerable diligence sometimes might be 
exerted to get the people back home just as helpful information as can 
be obtained. 

I think the steps that you have taken in deciding that when you have 
an important case, to complete it in one sitting and tell the whole world 
what you have done, i is a good idea. 

Senator Jackson. Senator Revercomb ! 

Senator Revercoms. A moment ago I asked the question about your 
statement that, in response to a question from the committee, you think 
that penalties placed in the statute against premature release of infor- 
maion would put you over into a new field of those prohibitions under 
statute concerning classified information. 

Let me say in fairness to you, and myself that when I use the word 

“classified,” I do not necessarily mean information dealing with the 
security of the country. There is other classified information, such 
as the prohibition under penalty of the revelation of information with 
respect to income taxes and investigations dealing with income taxes. 

But what you have in mind is some statute that would place a pen- 
alty upon releasing information contrary to the rules of the commis- 
sion. 

Mr. Durrez. Yes, sir. 

Senator Revercoms. Is that correct ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. Some added penalties under statute, and let 
the statute prescribe against release of such information. 

Mr. Durree. Yes, sir. 

Senator Revercoms. You are going over into a new field of legis- 
lating, broadly speaking. 

Mr. Durrer. Within our own area, Senator, I believe the existing 
statutes make unlawful the divulging by a board member or employees 
information obtained during the course of the examination of the 
carrier’s records or information withheld under section 1104. 1104 

rohibits the disclosure of information taken from our form 41, which 
is the Civil Aeronautics Board accounting form, It also prohibits 
information elicited in public hearings on international air route cases 
which involve foreign governments. I assume that could be classified 
as national security information, the latter one. 

Senator Revercoms. What is the penalty imposed for that? Is it 
declared to be a fine? 

Mr. Durrer. The penalty for violation is a fine for not more than 
$5,000 or imprisonment of not more than 2 years, section 1104. 

Senator Revercoms. So that phase of this subject has been specifi- 
cally dealt with ? 

Mr. Durrer. Yes, sir. 

Senator Revercoms. That isall, Mr. Chairman. 

Senator Jackson. With a proper statutory code, Mr. Durfee, you, 
of course, would not have to resort to the press release device in con- 
nection with the vote of the Board, would you? 

Mr. Durree. I would try it out under the statute for awhile. I think 
it would work. 
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Senator Jackson. Secondly, do you not feel that you and some of 
your staff people would have more time to take care of your own work 
if you were not being intercepted by people who want to discuss with 
you ex parte problems relating to their situation ? 

Mr. Durrer. Yes, sir. 

Senator Jackson. I am not saying that you fall for the pressure, but 
the point is that it takes your time, “if nothing else. Is that not true? 
Is not a lot of your time taken up by people who want to talk to you 
about a matter that could be handled in an open session and disposed 
of once and for all ? 

Mr. Durrer. Yes, sir, that would be my general observation. 

Senator Jackson. So the effect of this type of legislation, it would 
seem to me, would aid in the more orderly operation of the Board and 
would give more time to your passing on essential issues, without be- 
ing diverted into a multitude of discussions. 

Mr. Durrer. Yes, sir. I am not so much concerned, Senator, about 
the problem of time as I am concerned about, and deeply concerned 
about, the integrity of the process of this Board. 

Senator Jackson. I agree. 

Mr. Durrer. If this didn’t affect the integrity of the process of the 
Board itself, I would not be so much concerned about the time. But 
it is the effect that it has on the integrity and the dignity, the processes 
of this agency. 

While it is not a court, at least it is a quasi-judicial agency. 

Senator Jackson. These boards, whether the CAB or any other 
quasi-judicial agency, should, it w ‘ould seem to me, be clothed with 
the same immunity from interference as a court of law, and it would 
give to these boards the same integrity in the minds of the public that 
goes with our courts. I think that is what you have in mind. At least, 
that is what I have in mind, and I am sure you agree in general with 
that idea. 

Mr. Durrer. Yes, sir. 

Senator Jackson. There will be made available to you, of course, 
a complete transcript of these hearings. I presume that after hav- 
ing reviewed these hearings you may wish to take whatever adminis- 
trative action may be called for as a result of these hearings with 
reference to any employee or employees of the Board; is that correct? 

Mr. Durrer. Yes, sir. 

Senator Jackson. And you will do that ? 

I mean, you will review the transcript to determine, in accordance 
with your rules and in accordance with the rules of your Board and 
the Civil Service Commission, the Veterans’ Preference Act or any 
other act that might apply ? 

Mr. Durree. Yes, sir. I think the Board would appreciate having 
available the transcript of the proceedings here. 

Senator Jackson. That will be made available to you, and any other 
information that the committee has with reference to this matter. 
If you or your counsel will contact Mr. O’Donnell, we will be happy 
to make that available. 

Mr. Stone. Mr. Chairman, before you close, I want to say a word. 
I did not want to interrupt. 

Senator Jackson. Go right ahead. 

Mr. Stone. The memorandum that was furnished to the committee 
before dealt with the provisions of the Civil Aeronutics Act and Board 
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regulations covering the disclosure of information by Board members 
and Board employees. We listed the various administrative memo- 
randums that were in effect, or are in effect. 

You mentioned during the course of this afternoon’s session that 
perhaps some code of conduct might be drafted and put into effect. 
My memorandum did not concern itself with that particular subject. 

We do have a procedural regulation, part 300, that was adopted by 
the Board March 27, 1951, and which became effective on March 30, 
1951, entitled “Principles of Practice of the Civil Aeronautics Board.” 
I will not try to 

Senator Jackson. Would you like to have that placed in the record? 

Mr. Sronz. I would like to have that placed in the record becaus 
it deals with the relationships between the Board, its staff, and all oat 
persons. Judicial standards of practice are set forth, hearing cases, 
improper influence, unusual hospitality, attorney-client relationship, 
and so forth. I might say that there, again, we fall short because 
there are no penalties. 

Senator Jackson. And apparently not all of them read it and carry 
it out. 

Mr. Stone. That is correct. 

Senator Jackson. That will be marked for identification as “Ex- 
hibit No. 35.” 

(The document referred to was marked “Exhibit No. 35,” for ref- 
erence and may be found in the files of the subcommittee.) 

Senator Revercoms. Mr. Stone, do I understand from you that you 
have that set of rules of conduct or procedure, and that it has not been 
followed ? 

Mr. Stone. I would say that this case indicates that it has not 
been followed. 

Senator Revercomr. Has an effort been made to enforce it ? 

Mr. Stone. I believe that efforts have been made to enforce it. In 
my comparatively short period of time with the Board, a little over 2 
years, Mr. Rizley and Mr. Durfee, from time to time, have announced 
to the staff, individually and in groups, the fact that there are agency 
rules and regulations prohibiting the disclosure of information, state- 
ments, memorandums, and so forth, and have pointed out that the em- 

ployees are subject to suspension or discharge if they do not obey the 
Board’ s rules and regulations. I think that they have been followed. 

I recall 2 or 3 instances where the staff has been told that if the 
Board cannot handle the situation, that the matter would be referred 
to the FBI for appropriate investigation. 

Senator Revercomn. That is all. 

Senator Jackson. Mr. Durfee 

Mr. Durrer. I might add to that, Senator, in this specific case, there 
was a violation of one of those internal rules which did not involve a 
leak, but involved a member of the staff purchasing stock, Northeast 
Airlines, contrary to the rules of the Board. His discharge was voted 
by the Board. 

Senator Jackson. What was the name of that person ? 

Mr. Durrer. Albert Ruppar. That was not the leak. We had a 
hearing, and the record demonstrated it was not a leak. But he did 
purchase stock in Northeast Airlines on August 3. 

Senator Jackson. Mr. Durfee, since you have come to the Board, 
and up to the present time, have there been any other leaks than that 
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which we have been discussing, the Northeast Airlines case, so-called ? 

Mr. Durrer. Yes, sir. 

Senator Jackson. There have been leaks? 

Mr. Durrer. Yes, sir. 

Senator Jackson. What has been the nature of these leaks? Could 
you run through them ? 

Mr. Durrer. Well, maybe not all of them that have come to my at- 
tention, but I would say there have been 2 or 3. 

Senator Jackson. Let us take the substantial ones, not the day to 
day ones. 

Mr. Durrer. The two specific and substantial cases that have oc- 
curred since this Northeast leak, I am happy to say, do not involve 
what I call an adjudicative case, like the Northeast case, because, as I 
have said, we have not had any leaks on them since we published our 
press release. 

But this Board in its ratemaking processes, and in its auditing proc- 
esses, communications, memorandums, come to the Board from, let us 
say, the Rates Division of the Bureau of Air Operation, or the ‘Audit- 
ing and Accounts Division, which are of a confidential nature. They 
are not conclusive. ‘They are interoflice, you might say, like inter- 
office memorandums. They are communications within the board. 

I will now refer specifically, since you have asked about it, but I 
prefer not to go into any more detail than required for the reasons 
that I am speaking of. Specifically, the 27th day of December 1956, 
our Auditing Division or Section prepared an audit of Pan American 
going back, I believe, to 1946, on subsidy. There were 41 copies of 
that audit report which were circulated to the staff of the Board. 
Those reports have all been properly accounted for. 

A memorandum accompanied this audit report. I believe there were 
54 or 56 memorandums. They were not numbered, but they should 
have been. It was an explanation by the Carrier Accounts ‘Division 
of this audit. We accounted for 54 of them. I don’t know where 
the other two went. 

This was a highly confidential memorandum, and I say it is confi- 
dential because it was an audit survey of a very important carrier 
from which no conclusions could be reached until this audit had been 
analyzed by our Rates Division. Some of the irregularities that were 
in this audit had already been adjusted by pending mail rate cases. 
It was, I repeat, purely an interagency memorandum, the type that 
the very essence of our procedure would require should not be dis- 
closed to anybody. Within a week after that reached us, on Decem- 
ber 27, 1956, we promptly referred it to our Bureau of Air Operations, 
the Rates Division, and to our General Counsel for analysis, and for 
them to submit memorandums. 

Before that ever occurred, it became obvious to be that there was 
a leak. In fact, I was first advised of it by officials of Pan American 
wee called upon me and told me that they knew of other people who 

1ad access to this information. 

Senator Jackson. Was the nature of that information that it was 
in the hands of someone outside the agency ? 

Mr. Durrer. Yes, sir. 

Senator Jackson. A person not authorized to have it? 

Mr. Durrer. Yes, sir. 
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Senator Jackson. The total, the complete report? 

Mr. Durres. Yes, sir. 

Do you want any other instance of this? 

Senator Jackson. In that case, is that not a violation of a Federal 
statute, where it contains the accounting information of a company / 

Mr. Stone. Yes, sir; under 902 (f). 

Mr. Durrer. It could be. 

Senator Jackson. Was the matter referred to the FBI or the De- 
partment of Justice ? 

Mr. Durrer. The matter was referred to the Justice Department ; 
yes, sir. 

Senator Jackson. And they are investigating ¢ 

Mr. Durrer. Yes, sir. 

Senator Jackson. I assume there is a possibility, at least, that it 
may involve a criminal penalty in this case? 

Mr. Stone. Yes, sir. 

Senator Jackson. That is, in view of the nature of the information. 

Without going into any detail, because we do not want you to leak 
information here at a public session 

Mr. Durrer. I have tried not to. 

Senator Jackson. You have been very fine about it. 

I do not want to try to ask questions that would result in that so 
that I would be just as guilty. Was there any other case? You indi- 
cated two. What was the second one? 

Mr. Durree. I would say these are two major cases. 

Senator Jackson. The two you had in mind were the Northeast 
case and this one? 

Mr. Durrer. No. 

Senator Jackson. Will you give us the next one? 

Mr. Durrer. We instituted a general fare investigation of all the 
certificated carriers. Following that, 7 of these carriers filed tariffs 
asking for a 6 percent increase in their rates, a temporary rate increase 
pending the determinaton of a general fare increase. We then im- 
mediately, when those tariffs were filed, suspended the tariffs, and 
under our procedure we have 180 days in which to act upon those 
tariffs, and if we don’t act on them within 180 days the tariffs become 
final. 

The 6 percent increase requested by these carriers goes into effect. 
Our rates division of our Bureau of Air Operations submitted a mem- 
orandum to the Board with specific recommendations on this particu- 
lar subject. The fact is that shortly thereafter it became obvious to 
me that there had been a leak. 

Actually, there was publication. There had been public publication 
of information as to what our rates division of the Bureau of Air 
Operations had recommended to the Board. That was a purely inter- 
departmental communication, and I believe was of the type of in- 
formation which our rules prohibit disclosing. 

Senator Jackson. Where did it appear first ? 

Mr. Durrer. I don’t recall where it appeared first. 

I don’t believe I can locate that information. 

Senator Jackson. Information with relation to the second leak 
could, of Comrie, affect the stock market, could it not? I mean, it is 
conceivable? I do not know what the details are, but if there is a 
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fare increase, it is usually reflected in the earnings of a company. If 
it is a general fare increase, of course, it would apply to all of them. 

Mr. Durrer. I would say that anybody that acted on the basis of 
the recommendations of the staff to the Board on the question of fare 
increase for the purpose of sepculative investment in the stock market 
would be a pretty long-shot gambler. He would have no assurance 
that the Board was going to act that way 

Senator Jackson. Maybe you will be leaking information here to- 
day indicating which way the Board is going to act. 

Mr. Durrer. No, I am not. But I say that the mere fact that we 
have a recommendation from the staff is no conclusive evidence on 
which to make an investment in the stock market. 

Senator Jackson. It is not final, but at least it might be a clue to 
information and it should not be out. 

Mr. Durrer. It should not be out. 

Senator Jackson. Could you make available to the staff your re- 
ports on these matters ? 

Mr. Durrer. Yes, sir. 

Senator Jackson. In view of the fact that they have happened, 
you know, since the Northeast case. 

Have there been any others of substance ? 

Mr. Durrer. No, sir, not that I recall. 

Senator Jackson. Senator Revercomb ? 

Senator Revercoms. Mr. Stone, you have placed in the record here, 
a paper entitled, “Principles of Practice of the Civil Aeronautics 
Board,” and that is this instrument I hold in my hand, Is that be- 
fore you? 

Mr. Srone. I do not have a copy of it here. That was my copy, 
sir. 

Senator Revercoms. I will hand you this copy. That is exhibit 35 
to which I refer. 

(A document was handed to the witness. ) 

Senator Rrevercoms. Do you identify that paper as the one you 
placed in evidence as exhibit 35 ? 

Mr. Srone. Yes, Senator. 

Senator Rrevercoms. Does that instrument contain all the rules and 
regulations of the Civil Aeronautics Board ¢ 

Mr. Srone. No, sir. 

Senator Revercoms. Does it contain all the rules and regulations 
with respect to the conduct of the staff of the Board ? 

Mr. Srone. No, sir. This is strictly a procedural regulation which 
involves pending cases and matters that are really being litigated 
before the hearing examiners and in that particular area, by and 
large. 

Senator Revercomn. Do you have any written rules with respect to 
the conduct of members of the staff of the Board ? 

Mr. Sronr. The only other rules and regulations are those that 
have been previously furnished to the committee. 

CAB administrative memorandum No. 40; this regulation governs 
the disclosure by Board employees of information other than defense 
information and, generally, prohibits the disclosure of internal mat- 
ters. 
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Number 2 is CAB administrative memorandum No. 43. This regu- 
lation governs the disclosure of defense information and implements 
the executive order governing the subject. 

Number 3 is CAB administrative memorandum No. 78. This regu- 
lation governs the providing of nonclassified information to Soviet 
bloc countries. 


Senator Revercome. Is that in evidence here, this administrative 
niemorandum No, 40 ¢ 

Mr. Srone. Yes, sir. Copies of those memorandums have been 
furnished the committee, Senator. 

Senator Revercoms. Are they in evidence / 

Mr. Srone. I believe they were introduced earlier this afternoon. 
_ Senator Jackson. Yes. That has been offered. ‘The exhibit number 
is marked on there. 

Senator Revercoms. The purpose of my question is that exhibit No. 
85 does not deal in any way with the conduct of the statf members. 
That is the inquiry here. 

Mr. Stone. Then I have in addition, Senator, section 1.4(b) of 

public notice No. 3. It provides that all other documents, memo- 
randums, correspondence, exhibits and information coming into the 
possession or within the knowledge of its officers or employees in the 
discharge of their official duties, are confidential and none of such 
material may be disc losed, et. cetera, except that upon good cause 
shown, the Board may, by order, direct that certain files, papers, or 
information be disc losed, and so for th. 

We also have public notice No. 8, part 311 of the procedural regula- 
tions. This regulation governs the disclosure of information relat- 
ing to aircraft accidents. 

And finally, we have item six, a Board order adopted January 17, 
1957, directing, among other things, that no Board member except as 
authorized by the Board, shall disclose outside of the Board any state- 
ment made by a Board member during deliberations of the Board. 

Copies of all of those which I have just read have been furnished 
to the committee and, I believe, have been identified as an exhibit. 

Senator Revercoms. I want to say, Mr. Stone, that that clears up 
the question which was in my mind with respect to your exhibit 35. 

Mr. Sronr. This was strictly the “Principles of Practice,” a pro- 
cedural regulation, which is more or less a code of ethics. 

Senator Jackson. There is one matter that I wanted to clarify 
which has come to my attention, which you might answer. 

One of the purchasers listed on the revised list submitted to us 
under date of May 21, from the Securities and Exchange Commission, 
is a Mr. Rod Kreger, 2500 K Street, NW., who purchased 100 shares at 
1216. 

The committee has been informed that he is a former CAB em- 
ployee or was a former CAB employee at the time of the purchase. 

Mr. Dourrer. Yes, sir. 

Senator Jackson. Is that correct? 

Mr. Durree. That is correct. 

Senator Jackson. He was not an employee of the CAB at the time 
of the purchase / 

Mr. Sean. No, sir. 
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Senator Jackson. The only one to your knowledge on this list, and 
I do not know whether you have had a chance to see the revised list, 
was a Mr. Ruppar? 

Mr. Duxrrer. Yes, sir. 

Senator Jackson. And he was dismissed as a result of the stock 
purchase ¢ 

Mr. Durrer. We voted his discharge and he’ then resigned. I be- 
lieve that was in compliance with the Veteran’s section ‘of the Civil 
Service Act. 

Senator Jackson. That clarifies it. There was an inquiry about it? 

Mr. Stoner. Mr, Chi uirman, I believe our information is that Mr. 
Kiger bought his stock some time in the afternoon, late in the after- 
noon, when it was more or less public knowledge that there was stock 
market activity. 

Senator Jackson. He bought it at 12% and it opened at 9%4, I 
think. 

The Chair would like again to express his appreciation to you, 
Mr. Durfee, and you, Mr. ‘Stone, for the excellent cooperation you 
have given this commitee and your forthright and candid presenta- 
tion of your views on this entire problem. 

We will be in touch with you and will await your views regarding 
the legislation that we have discussed. I would appreciate it if Mr. 
Stone could keep in touch with Mr. O’Donnell. We will arrange 
in due course to have the other Federal agencies in, the Securities 
and Exchange Commission, the Federal Communications Commis- 
sion, the Federal Power Commission, and the Interstate Commerce 
Commission, to have their suggestions on this subject. 

In the meantime, I would appreciate it if you could confer with Mr. 
O’Donnell and the Justice Department to ascertain the proper course 
of legislative approach on this matter. 

Mr. Sronr. But you want from the Board simply general views, 
not actually drafted legislation ? 

Senator Jackson. I think we will start out with general views. I 
think we should have a draft worked up in cooperation with the Jus- 
tice Department and the staff of the committee. 

Mr. Stone. We will be glad to work with the staff of the committee. 

Senator Jackson. Fine. The committee will stand in recess, sub- 
ject to the call of the Chair. 

(Members of the committee present at the taking of the recess: 
Senators Jackson, Revercomb and Curtis.) 

(Whereupon, at : 3:45 p. m., the hearing in the above-entitled matter 
was recessed, wabied to the call of the Chair.) 








APPENDIX 


Exuisir No. 1 


STATE OF GEORGIA, 
County of Fulton: 

Personally appeared before the undersigned attesting officer, Louis Regen- 
stein, Jr., who being duly sworn, deposes and says: 

My name is Louis Regenstein, Jr. On the morning of August 3 some time 
between 11 and 12 o’clock, according to my best recollection, I had a telephone 
conversation with Mr. Robert Snodgrass, who is a client of mine and a friend. 
He told me in the course of that conversation that Northeast Airlines stock 
might be a good buy. The stock was very active on the market and it appeared 
they might be awarded a new route from New York into Florida. 

Almost immediately following that conversation I telephoned Mr. Norris 
Broyles of E. P. Hutton & Co., a broker here in Atlanta, and inquired about 
Northeast Airlines stock. He told me that it was trading in considerable volume 
and had gone up several points from the preceding day. I thereupon placed an 
order to purchase 500 shares. This purchase was for my own account and in 
my own name. I paid $11 a share for the stock and sold it on August 13 at $14 
per share. 

I do not know anyone at the Civil Aeronautics Board; I have talked to no one 
on the Civil Aeronautics Board, and so far as I know, Mr. Snodgrass received 
no information from the Civil Aeronautics Board. I purchased this stock purely 
as a speculation and because I know that Mr. Snodgrass was interested in all 
matters pertaining to aviation and airlines, insofar as they pertain to the city 
of Atlanta, and I had confidence in his judgment. In addition to this, the infor- 
mation given to me by my broker when I inquired about the stock indicated that 
some favorable news regarding it would likely be forthcoming. 

Louis REGENSTEIN, Jr. 

Sworn to and subscribed before me this 19th day of September, 1956. 

[SEAL] ELEANOR 8S. MENDEL, 

Notary Public, Georgia, State at Large. 


My commission expires December 19, 1959. 
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ExHIsIT No. 8 


Personally appeared before the undersigned attesting officer, Robert R. Snod- 
grass, who being duly sworn, deposes and says: 

My name is Robert R. Snodgrass and I am making this affidavit for submis- 
sion to Mr. Robert F. Kennedy, chief counsel of the Senate Investigating Com- 
mittee, at the request of Mr. Duffie, who has stated to me that he is also counsel 
for the Senate Investigating Committee. During 1953 I was president of the 
Atlanta Chamber of Commerce. Dating back, at least, to that time I have been 
very interested in improving the air service between Atlanta and other parts 
of the country. This has been a civic activity on my part and I have acted in 
the interests of the city as a whole. I have attended a number of meetings with 
civic leaders and made speeches and have testified before the CAB in this con- 
nection. In particular, I was active and testified at the time Delta Air Lines 
was seeking to obtain and did obtain a competitive air route between Atlanta and 
Washington, and Atlanta and New York. In these hearings I appeared as a 
witness for the city of Atlanta and, perhaps, also as a witness on behalf of Delta 
Air Lines. 

In these activities I became acquainted with and friendly with many of the 
officials of Delta Air Lines including Mr. Robert Griffith, who I understand is in 
charge of the Washington office of Delta Air Lines. 

I was familiar with the fact that Delta was seeking the New York-Florida 
run which was the subject of the recent decision of the CAB. I frequently 
discussed this case with other interested civic leaders since it would have bene- 
fited, in a great many ways, the city of Atlanta. I hoped that Delta would re- 
ceive this run and was most pleased when the CAB examiner recommended that 
it be awarded to Delta. On August 2, to the best of my recollection, Mr. Robert 
Griffith was in Atlanta and visited with me in my office. At that time he ex- 
pressed great optimism that the CAB would approve the recommendations of the 
examiner and give to Delta the New York-Florida run. I was, of course, very 
happy and so expressed myself to him. I asked him to let me know if he re- 
ceived any further information. The following morning, August 3, I received 
a telephone call from Mr. Griffith, at which time he told me that he was afraid 
Delta would not get the New York-Florida run and stated that he no longer had 
his optimism of the day before. I stated to him my regret and also stated that 
if Delta did not get it, it appeared to me that Northeast Airlines would get it 
since it was the only remaining major airline that was being subsidized by the 
Government. It appeared to me that giving Northeast Airlines this run would re- 
lieve the Government from further subsidizing that company. 

Some time after receiving that call I telephoned my broker, Clement A. Evans 
& Co., and ascertained that Northeast Airlines stock was very active. This con- 
firmed my belief that Northeast Airlines might get this run so I placed an order 
to purchase 1,000 shares of the stock. The order was placed in my own name 
and for my own benefit. Later in the day, in the latter part of the morning, I 
spoke to my attorney and friend, Mr. Louis Regenstein, Jr., of this city, and I 
told him what I had done. I may have also mentioned this to some of my as- 
sociates in the Atlas Finance Co., which is my business. The only persons that 
I would have mentioned this to are Mr. Dean Kelley, Mr. Dan Mullin and Mr. 
William Thigpen. I do not recall specifically whether I mentioned it to these 
gentlemen. 

I at no time discussed anything pertaining to this transaction with any person 
connected with CAB in any manner, or with Northeast Airlines in any manner. 
Nor did Mr. Griffith state to me that he had had any discussions with or infor- 
mation from any person connected with CAB or Northeast Airlines. 

I have made this affidavit according to my best recollection, but after this pe- 
riod of time has elapsed I cannot accept responsibility for the exact accuracy 
of details. 

RosertT R. SNODGRASS. 


Sworn to and subscribed before me this 20th day of September 1956. 
[SEAL] Mrs. RoseEMARY Woops, Notary Public. 
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Exuipir No. 14 


JUNE 29, 1956. 
To: Messrs. Laurance G. Henderson, Pennsylvania Building, Washington, D. C., 
and Raimond Bowles, 519 Hanover Street, Manchester, N. H. 
LETTER AGREEMENT 


This letter, if accepted and countersigned by you, will serve as the agreement 
between us relative to the apportionment between us of any remuneration which 
we may receive in connection with our efforts to arrange the purchase of the 
controlling interest in Northeast Airlines. 

It is understood and agreed that any cash, stock, bonds, or other form of 
consideration which any or all of us may receive in connection with our joint or 
several efforts to arrange a purchase of the controlling stock of Northeast Airlines, 
or to interest a purchaser therein, whether as a finder’s fee, commission for 
services or otherwise, shall, after payment of any out-of-pocket expenses which 
any of us may incur, and payment of any fees or commissions required to be paid 
by us to other persons for their assistance in consummating such purchase of such 
controlling stock, shall be apportioned on the following basis: 

45 percent to Laurance G. Henderson 
32% percent to Gillis W. Long and Farley W. Warner 
22% percent to Raimond Bowles 
GILLis W. Lone, 
1324Wyatt Building, Washington 5, D.C. 
FARLEY W. WARNER, 
1324 Wyatt Buiiding, Washington, D.C. 

Agreed to and Accepted : 

LAURANCE G. HENDERSON. 
RAIMOND BOWLES. 


ExHisir No. 15 


CHRONOLOGY OF INSTRUCTIONS TO STAFF—NEW YORK-FLORIDA CASE 
(To time of execusive session on August 10, 1956) 


Monday, July 30 


The Board began its deliberation. 
By unanimous vote, decided to: 
(1) Deny a joint petition of Eastern and National to reopen the reeord for 
further hearing ; and 
(2) Authorize additional service between New York and Florida. 
(A motion was made by Vice Chairman Adams that Northeast be selected as the 
carrier to provide such additional service. ) 


Wednesday, August 1 (Night session) 


Vice Chairman Adams renewed his motion that Northeast be named as the 
additional carrier in this area. Discussion. Chairman Durfee and Member 
Minetti indicated they were not prepared to vote on the selection of the carrier 
at this time. Action deferred. 

Thursday, August 2 (Night session) 

Board selected Northeast Airlines to provide the additional service between New 
York and Florida. (Members Denny and Gurney dissented from the action of 
the majority. ) 

The Board gave the following additional instructions: 

(1) Add Philadelphia, Baltimore, and Washington to Northeast’s proposed 
service. 

(2) Make Northeast’s certificate temporary for a period of 5 years. (Mem- 
ber Gurney dissented—would make it permanent. ) 

(3) Extend National from New York to Boston, via Providence. 

(4) Extend TWA to Boston, via Hartford/Springfield, with long-haul re- 
striction. 

(5) Remove Eastern’s New England restrictions. 

(6) Extend United to Boston, via Hartford/Springfield, with long-haul 
restriction. 

(7) Remove long-haul restriction on National’s service to Washington, 
Baltimore, and Richmond, and the “closed door” restriction on its Phila- 
delphia service. 
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(8) Extend TWA’s Dayton-Washington/Baltimore segment to Phila- 
delphia and New York, with long-haul restriction. 

(9) Extend United’s Toledo-Washington/Baltimore segment to Phila- 
delphia and New York, with long-haul restriction. 

(10) Grant Delta authorization to provide service between Tampa and 
western points on its route No. 54 (subject to check by Opinion Writing 
Division on whether or not this legally can be done in this case). 

(11) Relieve Eastern of its restriction on Tampa service (routing recom- 
mended by examiner). 

(12) Add Norfolk/Newport News to Washington-New York segment of 
Capital’s route No. 51 (New York-Washington turnaround service pro- 
hibited). 

Friday, August 3 

The Board continued its issuance of instructions as follows: 

(138) Make permanent National’s temporary authority to serve Newport 
News. 

(14) Eliminate restriction on National’s service to Norfolk and Newport 
News (restriction between Richmond and Norfolk/Newport News to be re- 
tained). 

(15) Add Fayetteville, Greensboro/High Point, and Winston-Salem to 
National’s route. 

Action on a motion, made by Member Gurney and seconded by Member Denny, 
that Delta be authorized to operate a one-stop service between New York and 
Miami, with a compulsory stop at Atlanta, was deferred pending receipt of a legal 
analysis of the proposal to be prepared by the General Counsel’s Office and an 
economic analysis to be prepared by the Bureau of Air Operations 


Friday, August 10 

After discussion of the above motion and review of the analyses of the two 
3ureaus, the Board was recessed. During the recess the Board went into execu- 
tive session. 


EXxuipit No. 16 
SECURITIES AND EXCHANGE COMMISSION, 
DIVISION OF TRADING AND EXCHANGES, 
Washington 25, D. C., November 15, 1956 
Re Northeast Airlines. 
Mr. LAVERN DuFFy, 
U. S. Senate Permanent Subcommittee on Investigations, 
Washington 25, D.C. 

Dear Mr. Durry: This is in answer to your verbal request of November 8, 1956. 

Our New York regional office reports that the first purchases of the above 
security on August 3, 1956, were printed on the ticker tape of the American Stock 
Exchange at the following times: 


Buyer A mount Price Time 
Merrill Lynch, Pierce, Fenner & Beane : 400 934 10:04 
Milton Shapiro---- ste pahuad r 500 9% 10:14 
muopere BOOOSTONS........2.-<-~-nacecnanco i ; ; 1,000 10 10:18 
(yf. ee ee ea aes oa 4 200 10 10:18 
Do sasniuaticsl Ric cslod in coatiedeal i a : 200 TA 10:20 
RNR OP TNR. bles sceiraatiieed ‘ as ond - 100 1038 10:29 
| ers . = A 100 10% 10:36 
Forrester A. Clark__....--- a 500 10% 10:53 
Arnold A. Heller__--- Reet ben Maat si ae 100 10% 10:53 
Mrs. Robert Snodgrass : ; 300 1038 10:57 
IOs is ciccennd coaane cae Lbawitl é i 200 103% 10:57 


The time differential between an execution on the floor and an exchange and 
the printing of the trade on the tape necessarily varies with circumstances. 
When a transaction is made it is the duty of the selling member to report the 
trade to a reporter. The reporter writes on a slip of paper the abbreviated 
name of the stock and the amount and price of the transaction. The slip is 
sent through a pneumatic tube to a ticker transmitting operator who copies the 
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information on a keyboard which perforates a special tape. This tape is then 
passed through an automatic printing device which causes members and figures 
to appear on the stock ticker. There are several such keyboards and the auto- 
matic printer is governed by a special mechanism which selects in turn from 
each such keyboard a certain number of transactions but by-passes any keyboard 
not then ready to print. It is generally estimated that the accumulated delay 
from all factors, even when the reports are not being further delayed by reason 
of unusual activity throughout the market generally, varies from about one to 
about three minutes. 





Very truly yours, 
Epwarp H. EMERSON. 
Special Consultant. 
ExuHIBIT No. 17 
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Exureit No. 21 


H. C. WarInwricut & Co,, 
Boston January 24, 1957. 


Mr. L. J. Durry, 
Senate Office Building, Washington, D.C. 

Dear Mr. Durry: In accordance with our telephone conversation this after- 
noon, I am enclosing herewith a photostatic copy of Mr. Clark’s order on North- 
east Airlines, which I was able to have made. 

Very truly yours, 


FRANCIS V. WARD. 


CANCELLED 


EXECUTED 


ENTERED 





Se sna na a again ae nm eine te NSE See A te lie RENEE ne em Once AR ORONO RR RRR SRR: aR Ne Ni Na Nae Sl le hee mam ae ee Na a Na Aaa aR, 


Ge 








— 


LEAKS OF CAB DECISION OF AUGUST 2, 1956 247 


Exureit No. 23 


H. C. WAINWRIGHT & Co., 
Boston, July 26, 1956. 
Mr. RAIMOND BOWLES, 
St. Aubin & Bowles, Inc., 
Manchester, N. H. 


DEAR Mr. Bowtes: After our very pleasant conversation the other day, I took 
all your material home and spent some time over the week end studying it. I 
then had luncheon yesterday with Hamilton Heard, recalling to him my sugges- 
tion of several years ago that Atlas Corportion stock be purchased by New Eng- 
landers, telling him how impressed I was with the suggestion of you and your 
friends. 

Without taking them up in detail with him, I covered the important points 
and asked his reaction. He answered virtually all of them to my satisfaction, 
as to why they made certain moves such as pulling out of the Boston-New York 
run, except for 2 or 3 trips a day. He agreed that their case would be much 
stronger if they had gone along with my suggestion, and also yours, of having 
New Englanders own the Atlas Corporation stock. 

Unfortunately, time makes it impossible for me to make any kind of a deal 
with Atlas Corporation. Oral hearings have been completed before the CAB and 
within the next 2 or 3 weeks, a decision is expected. If the decision is unfav- 
orable to Northeast Airlines, there is no question in my mind but that the stock 
will sell at a lower level. Likewise, if it is favorable, it will sell at a higher 
level. The fact that we both feel Northeast could be profitable—even without 
this line—would not in my opinion prevent the stock from selling 30 percent to 
50 percent lower in the next 3 or 4 months if Northeast is turned down. 

Incidentally, you suggested that Northeast resell their DC—6’s if they do not 
get the Miami run. This would do Northeast no good because the Government, 
under their guaranty, would take all the profits. 

To sum up the above, I am afraid I must tell you that I am not interested 
at this time in going any further. One reason is that my time is taken up com- 
pletely with the Republican finance drive, and another is that to place as much 
stock as Atlas Corporation has in the right hands here in New England is a 3 
or 4 months’ job, whereas there is less than 30 days before the CAB will pass 
down its decision. 

I enjoyed meeting you and Mr. Henderson, no end, and if you have any further 
thoughts, after receiving this letter, please do not hesitate to let me know. 

I had no more than finished dictating this letter than I received a call from 
Mr. Laurence Henderson in Washington, agreeing that our move, if any, should 
come immediately after the tentative decision of the CAB is known by him and 
you, about 2 weeks from now. 

Sincerely, 
FORRESTER CLARK. 


ExHIBIT No, 24 


AFFIDAVIT 
STATE OF MASSACHUSETTS, 
County of Suffolk, ss: 

I, Forrester A. Clark, being first duly sworn, depose and say: 

That, between the dates of August 2 and August 10, 1956, I did not receive any 
information, directly or indirectly, regarding or relating to a decision of the Civil 
Aeronautics Board awarding to the Northeast Airlines an extension of its air 
routes from New York to Miami; 

That I have no knowledge or information whether any other persons received 
information regarding the decision of the Civil Aeronautics Board between the 
aforementioned dates. 

(If you did receive or have knowledge of any information, please give details 
in the space below. ) 


FORRESTER A. CLARK. 
STATE OF MASSACHUSETTS, 
County of Suffolk, ss: 
On this 15th day of October 1956, before me, Clarence A. Larson, a notary 
publie in and for Suffolk County, personally appeared Forrester A. Clark, known 
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to me to be the person whose name is subscribed to the within instrument, and 
acknowledged to me that he executed the same. 
In witness thereof, I have hereunto set my hand and affixed my official seal the 
date and year in the certificate first above written. 
[SEAL] 
CLARENCE A. Larson, Notary Public. 
My commission expires August 6, 1960. 


ExuHisit No. 25 
JANUARY 16, 1956. 
Mr. RAyMOND SAWYER, 
2121 Virginia Avenue NW., Washington, D.C. 

DEAR Ray: Youcan do me a favor if you will. 

I went to Boston week before last to talk to Bob Turner at Northeast about you 
and about my friend Bayard Ewing. Enclosed is a followthrough letter I wrote 
tohim. (Gardner was in Florida, but is back by now and will have been apprised 
of the conversation.) 

Frankly, I look upon Northeast as one of the very best possibiiities I have for 
my new public relations business. I have no desire to work directly for them, 
please understand, but would like to talk to them about a specific proposal to be 
their public relations counsel (at least in northern New England) for a yearly 
contract fee. I made a slight pitch to Turner, in very general terms, but would 
like to begin at the top (naturally) under good sponsorship. 

You did mention me to Foley last year at the New England council dinner, but 
it was done under the harrowing circumstances of the cocktail party and, anyway, 
at that time I wasn’t ready to make my pitch, being still employed as sales man- 
ager with Food Engineering. Now, however, I have my own independent setup 
with Ed. St. Aubin. (We call ourselves St. Aubin & Bowles, Inc. and I have regis- 
tered a separate trade name of “Ray Bowles Associates, Public Relations” when 
advertising agency services are not required. ) 

How about giving a careful sales talk to Gardner, when next you see him, and 
Foley (who I think liked me when he met me)? When you've done so, after a 
discreet time, I'll make a concrete business approach. For gosh sakes, don’t 
mention North American to them. I’d drop North American, of course, if I 
could work out a good arrangement with Northeast. Anyhow, all North Ameri- 
can really wants me for is lobbying and factfinding, which, although I’m willing 
to do it in its proper perspective, is not a good bill of fare in the long run. 
Please stress my background, my knowledge of northern New England, our good 
publicity setup, our good staff, and only then mention my political connections. 
That’s the way it should be. 

How did Bob Kunsig react to Ewing’s name? And what else happened, if 
anything? 

Sincerely, 
RAIMOND BowLEs. 

P. S.—Bill Treat will write to Odams. 


Exuisir No. 26 
APRIL 6, 1956. 
Mr. RAYMOND SAWYER, 
2121 Virginia Avenue NW.., 
Washington, D. C. 

Dear Ray: Thanks from your poor Yankee cousin for the shoes. I have a pair 
on today—your Yugoslav walking pair—and they’re just right. 

I don’t know just how you can bring it up, but I should think that Northeast 
officials would be swarming into the CAB soon to try to repair their fortunes. 
Although I don’t want possible lobbying activities emphasized, they do need a 
major home area public relations campaign to get the communities, New England 
States and Senators and Congressmen aroused. The same tired old faces may 
or may not bring results, even up here. 





: 
: 
. 
: 
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So can you reread my letter of January 16 for the approach I suggest and men- 
tion me to Northeast, if and when: O. K.? 
Thanks. 
Sincerely, 
RAIMOND BOWLES. 
P. S. Please send me a copy of Wrenn’s ruling so I can study it. 


Exuisir No. 27 
Av@ust 2, 1956. 
Mr. Forrester A. CLARK, 
H. C. Wainwright & Co., 
Boston, Mass. 

Dear Mr. CLarkK: Thank you for the copy of your letter of July 31, addressed 
to Larry Henderson. 

We do have some very specific ideas as to further steps. Although our written 
data was conservative in its concept—and ignored the obvious financial gain 
inherent in a particular decision in the New York-Florida case—it has always 
been obvious that the initial decision of the five members of the CAB on the pend- 
ing case is of critical importance. 

It has been our basic thought that no one can predict with accuracy what this 
initial decision will be. That is 1 of the 2 major reasons why I had hoped 
you will talk on a confidential basis with Ray Sawyer. On the basis of a long- 
time personal friendship with me, he will be exceedingly frank with you. He 
has New England’s interests at heart, just as you and I. He will provide an 
excellent guide to your thinking in this highly volatile situation, I think, just 
as he confirmed my impressions last week. It is his job to organize these cases 
for decision and he has the best grasp of what’s going on. 

However, in view of the consensus of your meeting with Mr. Heard and Mr, 
Lee that a move—if any—should await the initial oral decision of the Board, 
there is little we can add at the present time. So we will willingly reserve our 
further ideas on the subject unless and until they are requested. 

We trust you will find yourself in a position to pursue the matter further no 
matter which way the initial decision goes. 

Yours very sincerely, 
RAIMOND BOWLES. 
ce: Laurence G. Henderson. 


P. S. I would welcome your getting in touch with my friend Bayard Ewing 
at the Hospital Trust Building in Providence (Gaspee 1-7730). He had a favor- 
able reaction to the idea and is making certain inquiries. I must confess he had 
a pronounced view on how this might be accomplished, not entirely in accord with 
your recommended procedure. However, both he and a mutual broker friend, 
Mac Farmer, who was present during our conversations, have a high regard for 
you by reputation and because of a pleasant recollection of a previous business 
deal in which you were all involved. Needless to say, they remember you as 
“Tim” Clark. 


Exursit No. 2 


Aveust 6, 1956. 
Mr. Forrester A. CLARK, 


H.C. Wainwright & Co., 
Boston, Mass. 

DEAR Mr. CLARK: Thank you for your letter of August 3. 

As a parochial New England propagandist, I am absolutely delighted at the 
tentative decision of the CAB to award the New York-Florida route to Northeast. 
Along with countless others in our region, I have worked and written to that end 
through Republican political channels so I have my own small feeling of satis- 
faction as well. 

However, there is 1 definite point and 1 tentative point on which I think we 
should continue to focus: 

1. As I understand it, the written opinion of the Board will contain a 5- 
year limitation on the award of this route, during which the management 
will have to prove its right to merit the award of this highly competitive 
route. Coupled with this limitation, by way of explanation for it by the 
Board, will be a strong criticism of management methods to date. 





bb st Ss dager NR OE EL 





250 LEAKS OF CAB DECISION OF AUGUST 2, 1956 


2. The possibility of an order to Atlas to divest itself of financial control 
is being considered. Much discussion among the Board members took place 
as to the aspects of the public interest which might apply, under public law 
and regulation, because of this type of speculative control. Quite apparently, 
because of the internal Board discussion this evoked, this situation explains 
the close 3-to-2 vote. I’m not necessarily predicting such a second condition 
will be issued with the written decision, but I think you’ll agree these points 
bear watching. 

I’m not going off halfeocked and make any hasty recommendations at this 
time. Certainly with modern management and service policies and with hard- 
hitting sales promotion, the company ought to become profitable now. AS a result 
of this tentative decision, the price will go up, yes; but with one or more conditions 
attached, perhaps some stabilization will set in. 

You could do a lot worse, believe me, than bring Mr. Heard and Mr. Gardner 
together with Larry Henderson. It would be wonderful to see him in an executive 
sales-promotion capacity with the company. I’d sure like to see his specialized 
knowledge and talents put to work for New England’s interests; if so, perhaps 
we could back him up in this office with our sales-promotion counsel and with 
our art and copy departments. 

However, one thing at a time; I don’t like to muddy the waters and what I’d 
really like to see is the sale of the company at a fair price to get its control back 
home. 

Yours very sincerely, 

RAIMOND BOWLES. 


Exuisit No 29 


[Copy] 
August 10, 1956. 
Memo to Chairman. 

Wayne Parrish just phoned me and said that he is breaking the story today 
that he has evidence that Trans-American Airlines is “trying to buy” or has an 
“agreement” to buy Floyd Odlum’s stock in Northeast Airlines. He urges you 
not to put a release out in the New York-Florida case prior to Monday. 

His evidence includes correspondence from the Providence law office of Bayard 
Ewing which identifies Laurence Henderson (presently, or at least until recently, 
a Washington representative for Trans-American, but who advises me he is leav- 
ing the company to go to work for Fairchild Aircraft Corp.), and a public rela- 
tions firm in New Hampshire headed by Raimond Bowles. 

Personally, I don’t think the Board should base or delay route awards on the 
possibility that a given airline might be sold. The transfer of ownership of an 
airline, or any other company for that matter, is always a possibility. 


RAYMOND SAWYER. 
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Exuisit No. 30 
Crry LEDGER 
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Exnutsit No. 31 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., May 21, 1957. 
Hon. Henry M. JACKSON, 
Chairman, Permanent Subcommittee on Investigations, 
Committee on Government Operations, 
United States Senate, Washington, D.C, 

DEAR SENATOR JACKSON: In accordance with the request of Donald F, O’Don- 
nell, acting chief counsel of the subcommittee, we are enclosing a memorandum 
of this date prepared by the Division of Trading and Exchanges of our Commis- 
sion listing persons, other than members of the American Stock Exchange, who 
bought stock of Northeast Airlines, Inc., on August 3, 1956. This data has been 
compiled from the Commission’s files. 

Sincerely yours, 
J. SINCLAIR ARMSTRONG, Chairman. 


List of persons, other than members of the American Stock Eachange, as com- 
piled from the files of the Securities and Exchange Commission, who bought 
stock of Northeast Airlines, Inc., on Aug. 8, 1956 


Name Shares | Prices Broker 
Robert R. Snodgrass, president, Atlas Finance Co., 262 Spring 1, 000 10 | Clement Evans & Co 
St., NW., Atlanta, Ga. Home address, 2293 Dellwood Dr. 
NW. } 
Mrs. Robert R. Snodgrass 500 1036 Do 
Dean Kelly, c/o Atlas Finance Co., Atlanta, Ga 200 1034 Do. 
Charles W. Evans, c/o Pacific Far East Lines, 1 Broadway, 300 1014! Fahnestock & Co 
New York City. 
J. Witcher Dunn, c/o Pacific Far East Lines, 1 Broadway, 200 11 Do. 


New York City. | 
Miss Frances Walsh, 217 West 79th St., New York City- 300 11% Do. 
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List of persons, other than members of the American Stock Eachange, as com- 
piled from the files of the Securities and Exchange Commission, who bought 


stock of Northeast Airlines, Inc., on Aug. 3, 1956—Continued 


Name 


H. C. Gwinn, agent for Mrs. Gene Troth, 5600 West Roosevelt 
Rd., Chicago, Il. 
Mrs. Gene Troth, 144 Fairbanks Rd., Riverside, Ill 


Morris Forgash, 345 Hudson St., New York City, director, 
Transportation Association of America, member executive 
committee, Transportation Council, Department cf Com- 
merce, 

Forrester A, Clark, partner, H. C. Wainwright & Co., stock- 
brokers, 60 State St., Boston, Mass 

Jack N. Blinkoff, lawyer, Margolin, Feldman & Gottlieb, 
565 5th Ave., New York City. 


Rod. Kreger, 2500 K St. NW., Washington, D. C 


Thomas Aiello, Anthony Aiello, Benjamin Aiello, 9512 Ridge 
Blvd., Brooklyn, N. Y., Thomas Aiello operates a dairy 
bar at 335 Court St., Brooklyn. 

Morris Rosenblatt, 261 Constitution 
ton, D.C, 

Edgar George David, Jr., 500 Pine Tree Dr. NE., Atlanta, Ga 


Ave. ishing 


NW., W 


Hardy K. Maclay, lawyer, associated with Walter D. Han- 
son, specialty aviation law, 1317 F St. NW., Washington, 
D.C, 


Albert H. Ruppar, 4623 Alton Pl. NW., Washington, D, C 

Henry R. and Edith C. Geiger, Lemon Rd, Falls Church, Va 

Mrs. Frances P. Michael, 1346 Connecticut Ave., W 
ton, D.C. 

Dr. Benjamin F, 
N.J 


isnhing- 
Glasser, 32 Lincoln Ave., New Brunswick, 


Irving and Leon Smith, 32 Lincoln Ave., New 
N.J. 
Edwin Muller, 363 Columbus Parkway, Mineola, N. 


Miss Anna G. Manning, 151 Clinton Ave.,, I ilmouth, Mass 


Brunswick, 


W yco Realty Co., 260 Berkley St., Boston, Mass 

Marshall R. Diggs, lawyer, 1025 Connecticut 
Washington, D.C, 

Milton Shapiro, 11 South Main St., Concord, N. H 

Richard W. Eddy, 136 North Main St., Coneord, N. H 


Ave. NW., 


Thomas Shannon, lawyer, 136 North Main St., Concord, N. H 
Chester Wiggin, 136 North Main St., Concord, N. H 
Joseph Mattison, Jr., 32 Suffolk Rd., Chestnut Hill, Mass 


Mrs. Nancy A. Broyles, 2379 Dellwood Dr. NW., Atlanta, 
Ga. (See above.) 

Louis Regenstein, Jr., 1045 Rust Blvd., Atlanta, Ga 

Frank M. Butterfi ld, 1190 Chattahoochee Ave. NW., At- 


lanta, Ga. 
Herman Simms, 1301 Chattahoochee Ave. NW., Atlanta, Ga 
Lt. Francis Happerty, APO 108 FPO ,San Francisco, Calif 
Fanny I. Pofcher, c/o Jack Winthrop, 53 Prescott St., Fitch- 
berg, M 45S. 


Lowell Mayberry, Room 415—31 Milk St., Boston, Mass 


Mrs. Adele DeLoria, 110-20 71st St., Forest Hills, N. ¥ 
David E. Hemrick, Jr., 502 Whitehead Bldg., Atlanta, Ga 
Arnold L. Heller, 317 East 55th St., New York City 

Geol Pitzer, 1244 Moorland Dr., St. Louis 17, Mo 

John A, Paine, Jr., 313 Boston Post Road, Weston, Mass 


Shares 


3, 900 
800 


1, 600 


500 


200 
100 
1, 000 


100 


1, 500 


100 


300 
200 


1, 000 


100 


ol 
300 
200 


100 


500 
300 


500 
100 


100 
LOU 
100 
200 


100 


100 
200 


100 


200 
100 
LOO 
200 
100 


Prices 


Broker 


Lamson Bros. 
Hornblower & Weeks. 


Lowitz & Co, 


H.C. Wainwright & Co. 


Whitehall Securities. 
L. A. Mathey & Co. 
Thomson & McKinnon, 


Folger, Nolan—W. C. 
Hibbs & Co. 


Walston & Co, 


Merrill Lynch, 
Do. 


Jones, Kreeger & 


Hewitt. 


Do. 
Do. 
Eisele & King, Libare, 
Stout & Co. 
Do. 
Whitehall Securities, 


Lee Higginson & Co. 
Harris, Upham & Co. 
Bache & Co. 


W hite, Weld & Co. 
Paine, Webber, Jackson 
& Curtis. 
Do. 
Do. 
White, Weld & Co 
E. F. Hutton & Co, 


Do. 


Do. 


Do. 
Do. 
Do. 


Do. 


Mabon & Co. 
Courts & Co. 

F. i. du Pont & Co. 

A. G. Edwards & Sons 
Estabrook & Co. 





